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For a number of years the American Academy of Political and Social Science 
has devoted its annual meeting to a discussion of international affairs. This 
practice was continued at the Thirty-fourth Annual Meeting held in Philadelphia 
on May second and third, 1930. The addresses given at that time are presented 
in this issue of The Annals, with the addition of papers by Honorable Dantés 
Bellegarde of Haiti, and Colonel Percy E. Barbour of New York City. 

There is also to be found in this volume a very valuable memorandum entitled 
“Economic Tendencies Affecting the Peace of the World.” This was prepared by 
Professor André Siegfried of Paris and Professor J. Bonn of Berlin at the request 
of the Economic Committee of the League of Nations, and is now for the first time 
available to the general public. The officers of the Academy wish to express their 
thanks to the officials of the Secretariat of the League of Nations for their 
courtesy in permitting its publication. Emphasis should be placed on the fact 
that it has not been indorsed by the League of Nations and that nothing in it is to 
be construed as representing the policy or the opinion of any organ of the League. 

There is also included a valuable series of papers on “‘ Foreign Land Problems”’ 
which has been gathered under the ‘edi&e. ‘ial direction of Dr. Karl Scholz of the 
University of Pennsylvania. 

The Thirty-fourth Annual Meeting w was a most interesting and successful gath- 
ering. The officers of the Academy wish to express their gratitude to all who 
participated, and also to thank those whose generous special gifts made it possi- 


ble to the expenses of the sessions. 
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P to the world war, practically all 

governments and the great ma- 
jority of the people viewed a large and 
increasing population as an economic 
asset. The rise of the standard of liv- 
ing and of prosperity in general in 
countries like the United States, Ger- 
many, or Great Britain was largely at- 
tributed to the increasing number of 
consumers who, by their ever increasing 
wants, widened the outlets for more in- 
tensive and therefore more economical 
production in agriculture and manufac- 
tures. The growth in the number of 
consumers seemed to be a necessary 
prerequisite for the development of 
natural resources and for progress in 
every branch of business—real estate, 
transportation, newspapers, and so 
forth. France, as a rule, was quoted 
as a typical example of a country which 
economically, and therefore also politi- 
cally, lost ground as a consequence of 
her stationary population. 

Since the world war, several govern- 
ments and the majority of the people 
have taken an opposite viewpoint. A 
large and increasing population is no 
longer considered an economic asset 
but an economic burden. Unemploy- 
ment, poverty, wars, and many other 
evils under which mankind suffers are 
attributed to overpopulation; if there 
were fewer people there would be no 
need for territorial expansion, every 
one might find work at home, and every 
one might get a larger share of the 
social product. 


EXPLANATION OF CHANGED VIEW- 
POINT 


How is it to be explained that so 
radical a change of opinion has occurred 


By Rosert R. Kuczynsx1, Pa.D. 
The Brookings Institution, Washington, District of Columbia _ 


Growth and Economic Pressure 


within so short a period and without a 
fundamental change in the economic 
system? The explanation is to be 
found, I believe, in the fact that many 
people have been drawing far-reaching 
conclusions from their more or less 
limited observations of the develop- 
ments around them, and have been at- 
tributing cosmic significance to their 
own interpretation of the tendencies 
in population growth, migration, con- 
flict of economic interest, and so on, 
which they think they discern. The 
fact is that the relations between pop- 
ulation increase or decrease and eco- 
nomic pressure or relief are not so sim- 
ple as such people are inclined to think. 

Let me illustrate this by two ex- 
amples. In the course of 1915, people 
in Germany began to realize that, as 
a consequence of the war, deaths in- 
creased while births decreased, so that 
there was no longer an excess of births 
over deaths. This, they argued, must 
have an immediate influence upon the 
demand for new lodgings. Prior to 
the war, there were each year 800,000 
more births than deaths. Since there 
were on an average four persons per 
household, the Germans built, aside 
from replacements, 200,000 new apart- 
ments to accommodate the yearly pop- 
ulation growth of 800,000. These peo- 
ple said, “What is the use of building 
new houses if the population de- 
creases?” 

People simply could not be made 
to see that their conclusions were per- 
fectly absurd; that it is not a quartette 
of newly born children who take an 
apartment; that it is not the death of 
four soldiers which leaves an apart- 
ment vacant; that the demand for 
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lodgings depends mainly on the excess 
of newly created over dissolved house- 
holds; and that the number of births 
and the number of dying soldiers has 
practically no influence upon the num- 
ber of households created or dissolved. 
As a matter of fact, the number of 
households increased continuously dur- 
ing the war and Germany consequently 
had for many years a terrible lack of 
housing accommodations. The fact 
that there were so few births in 1915— 
1919 will be felt on the real estate mar- 
ket only around 1940, when the number 
of newly created households will be 
considerably smaller than heretofore 
and will in all likelihood for some years 
lag behind the number of dissolved 
households. 

~ Another example. A few days before 
I sailed from Europe, in January, | 
attended a public meeting on birth 
control in Berlin. Unemployment had 
just then reached a peak and a well- 
known economist said he could not un- 
derstand how, in view of such a state of 
affairs, any one dared to question the 
necessity of more birth control. The 
public could not understand it either, 
and applauded enthusiastically. A 
few days after my arrival in Washing- 
ton, one of the most prominent Amer- 
ican experts on labor problems said in a 
radio talk that people should not won- 
der at the large number of unemployed, 
in view of the ever increasing popula- 
tion. 


4 
_Errects or Restriction 


It evidently has escaped the atten- 
tion of many otherwise clever men that 
it is not the newly born children who 
crowd the labor market and that it is 
only a small proportion of the deceased 
who create occupational openings by 
their death. I even venture to say 
that if one set out to increase unem- 
ployment in this country for the next 


fifteen years, he could find no more ef- 
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fective means than birth restriction on 
a very large scale. 

Let us assume, for the sake of argu- 
ment, that birth restriction should go 
so far that no child would be born in 
this country in the next fifteen years. 
What would be the effect upon the 
labor market? Certainly, not a single 
man would find work any more easily 
merely because no children were being 
born. Asa matter of fact, the number 
of persons looking for a job would in- 
crease in the next fifteen years as in the 
past, because there would be more boys 
and girls reaching the bread-winning 
age than men and women quitting their 
jobs on account of old age, death, and 
so forth. The number of job-hunters 
might increase even more than hereto- 
fore, because many young women who, 
if they had children, would not work, 
might be looking for work if they had 
no children. 

What is still worse, the number of 
people thrown out of employment 
would increase at a terrific speed. The 
industries catering to the needs of the 
youngest children would be the first 
to be ruined. They would be followed 
by those supplying the wants of the 
older children, and soon. All teachers 
would lose employment, and so forth. 

It may seem at first sight as if the 
lack of children could not possibly re- 
duce the national income and that, if 
the total purchasing power remained 
the same, industry as a whole would 
not be worse off. But, with the in- 
creasing number of unemployed, wages 
and salaries would necessarily drop so 
that the national income and the de- 
mand for goods would decrease after 
all. 
Conditions might change again when, 
fifteen years from now, labor would be- 
come scarce because there would not 
be any young people to fill the positions 
then becoming vacant by reason of dis- 
ability or old age, just as lodgings 
y ge, J ging 
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would become vacant in Germany 
twenty years after the cradles were left 
empty. 

Many more examples could be sug- 
gested; and doubtless instances have 
occurred to my audience of the same sort 
of far-reaching, yet essentially unwar- 
ranted, conclusions drawn from hasty 
interpretations of the effect of popula- 
tion trend. There is a connection be- 
tween population growth and economic 
pressure; but it is not so simple nor so 
immediate as is generally supposed. 

I remarked that the radical change 
in public opinion from a desire for 
population growth to a scare of over- 
population occurred without a funda- 
mental change in the economic system. 
I do not mean to say that striking, even 
sensational economic events have not 
taken place in many countries in the 
last two decades; on the contrary, these 
events have occurred, and in most cases 
have occurred so unexpectedly as to up- 
set accepted ideas regarding prosperity 
and depression, as well as regarding 
their causes. But these events have 
not happened for the first time; nor is 
it the first time that such events have 
aroused a great deal of apprehension 
as to the economic consequences of 
population growth. 

People lose sight of the fact that pop- 
ulation growth or decline must produce 
certain definite and predictable eco- 
nomic results, regardless of the events 
which occur from time to time in 
the economico-political world. Unless 
these events give rise to profound and 
lasting changes in the economic sys- 
tem—a thing which we cannot perceive 
for western Europe and America over 
the last two decades—they do not exert 
marked influence upon the economic 
effects of population growth. 


Popu.ation TRENDS 


It is still more surprising that this 
change in views occurred just at a time 


PopuLaATION GRowTH AND Economic PRESSURE 


when, in the countries concerned, the 
danger of overpopulation, if it had 
ever existed, had become quite ficti- 
tious. Population, it is true, was still 
increasing, but the rate of increase 
had slowed down. In Western and 
Northern Europe, for instance, where 
the population in the last decades be- 
fore the world war increased by about 
one per cent a year, the present rate 
is only about half of one per cent. The 
rate decreased in spite of a considerable 
reduction of mortality, because the 
number of births decreased much more 
than the number of deaths. From 
1881 to 1914, the yearly number of 
births averaged four and a half mil- 
lions and the yearly number of deaths 
three millions; by 1928, the number of 
births had decreased to three and a half 
millions and the number of deaths to 
two and a half millions. 

It may be objected that with a yearly 
growth of about one million, Western 
and Northern Europe, having already 
a population of 190 millions, might 
still become overpopulated in the 
course of time. But the present in- 
crease in numbers is no indication 
whatsoever of the future population 
growth. That births still exceed 
deaths by about one million is not due 
to present fertility and mortality, but 
rather to the fact that in the present 
population the proportion of women 
of child-bearing age is particularly 
large and the proportion of young chil- 
dren and old persons particularly 
small. 

The present age constitution of the 
population of Western and Northern 
Europe tends to swell the number of 
births and to lower the number of 
deaths. But the present age consti- 
tution has been shaped by fertility and 
mortality as they existed in the last 
hundred years. There are now many 
women in the child-bearing years be- 
cause-around 1900, births were very 
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numerous, and there are now few old 
people because around 1870, many of 
the children then born died young. 
Twenty years from now, the number 
of potential mothers will be largely de- 
termined by the small number of girls 
born during the last decade, and the 
number of old people will be largely 
determined by the high number of per- 
sons who are now between twenty and 
fifty years of age. With present fertil- 
ity and mortality, the population of 
Western and Northern Europe may 
still increase for some time to come. 
But the increase will become smaller 
and smaller, and deaths will exceed 
births long before the age constitution 
of the population will correspond to 
present fertility and mortality. Once 
the latter stage is reached, that is 
‘roughly speaking, when there wil! be 
few women of child-bearing age be- 
cause mothers now have few children, 
and when there will be many old people 
because mortality under sixty years has 
been so much reduced, the population 
will decrease by about as much as ten 
per cent in a generation. 


Unitep States PorpuLaTion 


--_[ do not care to weary you by quot- 


ing many figures. If any one of you 
wants more details, he will find them 
in a volume on The Balance of Births 
and Deaths in Western and Northern 
Europe, published by the Institute of 
Economics of the Brookings Institution. 
Since then we have extended our in- 
vestigation to other parts of the world. 
We have not yet completed the study 
for the United States because we want 
first to see the results of the new census. 
In view of the large clandestine immi- 
gration and the large interstate migra- 
tion that have taken place since 1919, 
this census may, for some states at 
least, reveal unexpected changes in 
the age constitution of the population, 
and may throw some light upon the de- 


Ba 


gree of completeness of present birth 
registration. 

I can, however, say this much, as a 
preliminary result of our studies, that 
the reproduction of the population in 
the United States, in English Canada, 
and in Australia does not essentially 
differ from that in Western and North- 
ern Europe. Population in the United 
States, then, will still increase for some 
time to come, but the increase will be- 
come smaller and smaller. 

Many predictions have been made 
in the course of time as to the future 
population of the United States. I 
have not the ambition to join the ranks 
of the prophets. In fact, I find it 
difficult enough to predict the past, 
that is, to show why a certain event 
had to occur. But I can assure you 
that if the yearly number of births in 
the United States should permanently 
be about two and a half millions, as it 
apparently has been for a number of 
years, and if the expectation of life 
should continue to be about sixty 
years, corresponding to one sixtieth of 
the population dying each year, the 
future population will in the long run 
permanently remain at about 150 mil- 
lions. This is no prediction; it is the 
practical application of a lesson which 
I was taught in elementary school, 
namely, that 60 K 2.5=150. 


Economic Expectep? 


There is indeed no economic pres- 
sure to be anticipated from the trend of 
population as it prevails in Western 
and Northern Europe, in North Amer- 
ica, and in Australia. Is there ground 
for the belief that we many expect 
economic relief as a result of the pre- 
vailing trend? We should be careful 
in drawing any such conclusion. 

Who, after all, are the people most 
in need of economic relief in the United 
States? We are told that they are the 
farmers. But the plight of the Amer- 
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ican farmers consists in that they pro- 
duce much more than the 120 mil- 
lion inhabitants of the United States 
can possibly consume. They find, of 
course, a partial outlet by selling 
abroad, but food exports are becoming 
more and more difficult on account of 
the large number of food exporting 
countries all over the world; and com- 
petition probably will become even 
more severe when Russia again emerges 
as an exporter of grain and when the 
population of Western and Northern 
Europe ceases to grow. 

Even if immigration restriction 
should have benefited the American 
workingman and birth control should 
have benefited the American family as 
much as the most fervent advocates of 
immigration restriction and of birth 
control pretend, there would still re- 
main the incontrovertible fact that the 
American farmer would be better off 
if there were now 130 millions within 
the Union instead of 120. He, for one, 
will indeed find no cure for his troubles 
in a stationary or decreasing popula- 
tion. 

What are, then, the suffering groups 
which may anticipate an economic re- 
lief from the present trend of popula- 
tion? Is it the unemployed? Their 
number, it seems to me, can only be 
permanently reduced if production 
keeps better pace with technical im- 
provement or if hours of labor are 
considerably diminished. But is it 
conceivable that production should in- 
crease faster than at present, if con- 
sumers increase more slowly than at 
present or even decrease? And is it 
likely that those employers, say in the 
steel industry, who thus far have found 
it profitable to have in their plants 
long working hours rather than short 
ones, will reduce the hours of labor just 
at a time when consumption is falling 
off and when competition will thereby 
become keener? Or will employers at 


a time when consumption is decreas- 
ing, raise wages? As this again is not 
likely, we may say that a third group 
of great sufferers, the workers in the 
coal mines, in the Southern textile 
mills, and so forth, must not expect an 
economic relief from the present trend 
of population. 

I may be asked at this point: how is 
it possible that fewer children would 
not mean a general economic relief 
when we see in daily life that those 
who have only, say, one child can af- 


ford a better living than those who © 


have three or more children? My an- 
swer to this question is very simple. 


Mr. Smith, the real estate agent, is eco- ’ 


nomically better off with one child 
than with more children as long as 
other people have more children. But 
if the rest of the community should 
have one child per family, Mr. Smith 
would starve, because there would be 
practically nodemand fornew buildings. 


A man may live comfortably from a ° 


business which mainly depends on the 
increase of population even if he him- 
self does not contribute to that in- 
crease; but he can do this only as long 
as others do not follow his example. 
It may seem at first sight as if real es- 
tate were an exceptional case. But is 
there any line of business in the United 
States that is not carried on upon the 
assumption that population will con- 
tinue to increase? 


Trenp Most AFFECT 
BusINEss 


In concluding these few remarks, I 
am as much aware as any one else of 
their utter inadequacy. I have con- 
fined myself to the relations of popula- 
tion growth to economic pressure in the 
countries of Western civilization which 
after all contain har'!y twenty per 
cent of the world’s population; but even 
within this limited range, I have merely 
scratched surface. All I have 
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tempted to do is to show you that these 
relations are complicated. They are 
not complicated in the sense that 
the methods required for their study 
are complicated. Those methods are 
quite simple; they do not demand a 
knowledge of economic theory or of 
higher mathematics, but merely an 
unbiased mind and some common 
sense. 

The relations to which I have called 
your attention are complicated because 
social and economic life is complicated. 
Population growth has so often been 
denounced as the root of al! evil, and 
birth restriction and other means to 
check population growth have so often 
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been praised as the surest method to 
secure general economic relief, that I 
thought it advisable to arouse your 
skepticism for once. 

If the majority of the people in this 
country want a stationary or a de- 
creasing population, they ought to have 
it, whether it means economic relief 
or more economic hardship. But lead- 
ing men and women should realize that 
the trend of population, whatever di- 
rection it takes, is a serious matter, 
with far-reaching consequences, good 
and bad. With a change in the trend 
of population, business as a whole may 
improve or deteriorate; but one thing 
is sure—it will not be “‘as usual.” 
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HERE is nothing that has im- 

pressed me more forcibly in my at- 
tempts to understand some of the 
human relationships than the fact that 
there are many aspects of life which 
seem to present an extraordinary para- 
dox in which the solution that seems to 
be indicated as right and helpful for the 
individual proves to be no solution 
whatever for society. 

To cite a single illustration, let us 
take the problem of unemployment 
which is so prominent in the public 
mind at the present moment. In dis- 
cussions of unemployment we often 
hear it’said that the solution is to be 
found in increasing the productivity of 
the individual worker. This is true 
enough for the individual. If you and 
I are unemployed, the thing for us to 
do is to see if we can improve our 
economic efficiency and go out into the 
labor market with a better offering and 
get a job. 


INDIVIDUAL SOLUTION UNAVAILING 

However, the striking thing is that 
if chronic unemployment prevails, the 
improvement of the personal efficiency 
of the individual rot only fails to solve 
the social problem of unemployment 
but may even make it worse. If you 
and I improve our efficiency and get 
jobs, other men who are slightly less 
efficient will promptly lose theirs. 
Further, since the whole trouble is due 
to the fact that there is too mtich eco- 
nomic productivity for the consuming 
power of the market, an improvement 
in the personal efficiency of the worker 
leading to still larger productivity will 
intensify and aggravate the problem 
of unemployment. 


Immigration and the Population Problem 
By Henry P. Farrcuixp, Px.D. 


sss Professor of Sociology, New York University, New York City 


tive 


It is as if one were planning to give a 
concert in a hall that would seat one 
thousand, with a singer that would at- 
tract twelve hundred. The thing for 
you and me to do, of course, would be 
to go early, and maybe we would get 
seats. But that would be no solution 
of the problem as a whole, and the more 
numerous the people who attempted to 
apply that personal solution, the worse 
would be the resulting confusion and 
loss of time. The only solution for such 
a problem would be to hire either a 
larger hall or a poorer singer. 

In many of the aspects of social life, 
the individual solution is not a social 
solution at all. Yet, one of the hardest 
things that the social scientist has to 
do is to convince mankind at large of 
the conclusions of social science. 


EMIGRATION AS AN EXPEDIENT 


One of the finest illustrations of this 
whole truth is found in the great ex- 
pedient of emigration, particularly in 
its application as a relief of overpopula- 
tion. In the naive view, the view 
which anyone takes when he first ap- 
proaches consideration of this problem, 
emigration and immigration seem to 
be simply matters of arithmetic. If 
there is an emigration of five hundred 
thousand people from one country to 
another, a total of five hundred thou- 
sand has been subtracted from the 
population of the first country and 
added to the population of the second 
country. That has been the interpre- 
tation of emigration asa social expedient 
in overcrowded lands from time im- 
memorial. Yet, the whole teaching of 
social science is that under the condi- 
tions which have underlain the great 
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migration movements of the past 
hundred and fifty years, emigration 
has been no relief for overpopulation, 
and immigration has not tended to in- 
crease the population but has simply 
had the result of substituting foreign 
population for native. 

The defense of that conclusion on the 
basis of established theory is simple 
enough. I need only recall to your 
minds the essential features of the 
Malthusian theory of population as 
we customarily call it, which repre- 
sents the best thought along those 
lines up to within the last decade or 
two, and you will see the truth of that 
statement. 

According to the Malthusian doc- 
trine, there are four great factors in 
the material situation of any society, 
which have such reciprocal influence 
that anyone may be regarded as the 
result of the other three, or any three 
as the cause of the other one. Those 
factors are: first, the land, the source 
of all material supplies; second, what 
we commonly call the stage of the arts, 
the sum total of the economic and in- 
dustrial technique, including the ability 
of the people themselves, by which the 
resources of the land are withdrawn and 
made available for human consumption; 
third, the size of the population itself; 
and fourth, the standard of living upon 
which that population maintains its 
material existence. 

As we all know, those four factors are 
included in the ordinary summary of 
the Malthusian doctrine to the effect 
that population tends to increase on a 
given area of land and a given stage of 
the arts and a given standard of living, 
up to the supporting power of, the soil. 
That theory, in harmony With the 
truth of the factors involved, assumes 
that the great, dynamic, elastic factor 
in that quartette is population, and 
that has certainly been true in the 
Population has been a great, 


expansive force, held under repression 
by the inflexible barriers of the support- 
ing power of the soil coupled with the 
industrial arts and linked up with the 
standard of living which the people 
rightly regard as a priceless possession. 


BroLoGcicaL INCREASE 


The expansive force of population is 
well known to you all. One of the 
most familiar examples, of course, is 
that of the oyster, neither the highest 
nor the lowest form in the scale of or- 
ganic evolution, but one which does its 
part in the development of social the- 
ory as well as in other ways. The sim- 
ple fact is that if we started with a sin- 
gle pair of oysters, breeding at the 
average American rate of reproduction, 
by the fifth generation there would be 
a mass of oyster shells eight times the 
size of the earth. That is simply a 
middle example of the power of biologi- 
cal increase. Havelock Ellis tells us 
of a simple microscopic organism, the 
reproductive power of which is such 
that if left unchecked, a single speci- 
men would in thirty days produce a 
mass one million times larger than the 
sun. 

Now, mankind, of course, is at the 
other extreme of that range. Homo 
sapiens is one of the slowest breeding 
animals on earth. Yet, the extent of 
potential multiplication of the human 
species is virtually unlimited. Dr. 
Kuczynski' has spoken of the retarding 
rate of human increase in the world to- 
day, and very truly. But if we al- 
lowed the population of this country to 
increase at the rate that prevailed in 
the early years of this century, which 
was not a phenomenal rate, the United 
States would be much more seriously 
overcrowded by the end of this century 
than China is today. Now, I agree 
with Dr. Kuczynski that this is not 


See ‘‘ Population Growth and Economic Pres- 
sure,” in this volume. 
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going to happen. I simply cite it to 
illustrate the tremendous expansive 
power of human population which is 
always present, always ready to as- 
sert itself, and held in check only by 
the barriers of the other factors in the 
situation. 


Errects oF MIGRATION 


In view of these facts, what is the 
effect of emigration on a country which 
is experiencing the pressure of popula- 
tion upon the supporting power of the 
soil? Obviously, the immediate effect 
of emigration is to relieve the factor of 
population by the departure of a cer- 
tain number of individuals. Yet, that 
population is under extreme pressure 
and is trying to force itself to wider 
limits. If the exodus is a moderate and 
gradual one, as most of the emigration 
currents of the past hundred years have 
been, the effect is simply to relax the 
tension upon population and to give it 
an opportunity for expansion which 
it has not had. Population surges 
forward and fills up the gaps left by 
the emigrants, and as the emigration 
stream flows on, the population re- 
mains just as large as it was before, and 
according to some students, becomes 
even larger. 

The same principle prevails in the 
immigrating country. If it is an old 
country where the balance has been 
struck between the desire for popula- 
tion and the desire for standard of liv- 
ing, the immigrants intensify the pres- 
sure of the population upon the existing 
economic situation, forcing a reduction 
in the increase of native population, 
and resulting in no greater growth in 
the total population than would have 
taken place without any immigration. 

I will not take up your time to enter 
into an elaborate, detailed, theoretical 
exposition of the foregoing principles. 
I will simply say that so far as my 


studies have gone, these principles are 


accepted by practically every scientific 
student of the population problem and 
of the immigration problem, and, so 
far as this country is concerned, the 
theory is usually stated by saying that 
we have in 1930 no larger population in 
the United States than we would have 
had if not one immigrant had come to 
our shores since the year 1820. 

That doctrine is so well supported, so 
thoroughly documented by all the best 
scientific literature on the subject, that 
it stands as one of the most unassailable 
conclusions of economic and _ social 
theory. That being the case, the con- 
clusion naturally follows that under 
prevailing conditions in Europe, to say 
nothing of the more overcrowded coun- 
tries of the Orient, emigration is no re- 
lief for overpopulation. It is a false 
and illusive expedient which rather 
aggravates the evils that it is sought to 
remedy. 

Those who have read the report of 
the Red’ Cross Commission to China 
will perhaps recall the very dramatic 
paragraph in which that Commission 
sums up its conclusions in this matter 
with respect to China. The statement 
is made that if all the less crowded lands 
of the world were to open their doors 
wide, and if all the passenger ships 
that sail the seven seas were to be di- 
verted from their ordinary routes and 
used exclusively to carry Chinese 
emigrants, the whole fleet could not 
possibly keep up with the annual in- 
crease of population. ead 

wer 
Leavers Harp TO ConvINCE 

Yet, in spite of all scientific demon- 
stration, in spite of all tangible and 
visible proofs, this teaching is one of the 
very hardest things to get across, not 
only to a disinterested group of stu- 
dents, but particularly to the statesmen 
concerned with these problems in the 
various countries. It is really pathetic 
to see the confidence with which states- 
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men and leaders of public thought cling 
to the fond hope that emigration can be 
used as a cure for overpopulation. 
Within the last two or three years, 
two books have been published by 
eminent Europeans—one by a Swede, 
Dr. Helmar Key; the other by an Eng- 
lishman, Professor Gregory—both of 
which bear out this doctrine on almost 
every page. For instance, Dr. Key 
says, in his book, published in 1927: 
It is clear that one of the inevitable pre- 
liminaries to better conditions in European 
industry must be sought in large-scale 
emigration from Europe. . . . Nothing ef- 
fective can be done to improve the economic 
position of Europe without carefully or- 
ganized, large-scale emigration to overseas 


countries. . . . 
The simple and inevitable truth is that a 


considerable part of the population of Eu- 
rope must be given the opportunity to 
emigrate. 


These are paragraphs taken from 
different parts of Dr. Key’s book, illus- 
trating his thesis all the way through. 

Professor Gregory says: 

The first information necessary is the 
amount of emigration from Europe re- 
quired to relieve its overpressure. A net 
emigration of half a million would suffice 
under existing conditions to relieve the 
condition of Europe, though it would not 
relieve the whole of the genuine unemploy- 
ment. 


I say it is pathetic, because it is like a 
sufferer from some insidious disease 
who takes a patent medicine year after 
year and dose after dose and lives on, 
cherishing the fond hope that one 
more dose will produce results. It is 
really extraordinary to think that at 
the close of a century of the heaviest 
emigration that the world has ever 
known, a century terminated by the 
- worst war that the world has ever 

_ known, largely caused by overpopula- 


_ tion, there should still be leading stu- 


dents of social problems who would 
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continue to say that the only relief for 
the situation in Europe is more emigra- 
tion. 

A New ArtiTuDE 

However, a new day is dawning. 
New factors are being introduced into 
the situation, and new factors alter the 
significance of scientific conclusions. 
There is a new attitude towards popu- 
lation, the world over. It has not yet 
been fully accepted, particularly in this 
country. Most of our favorite slogans 
still remain, “Bigger and better some- 
thing or other,” all the way from battle- 
ships to babies. We still cherish the 
ideal of bigness. Mere size is still a 
fetish to us. 

I often think of a story told me by 
a cousin of mine who was in France 
during the war, and who while there 
met a very eminent French artist, who 
had painted most of the notables on the 
Allied side. Later on, this French 
painter and his wife came to this coun- 
try on a visit and spent some little time 
in the home of my cousin. Of course, 
they had their eyes open for all charac- 
teristic American things, and they were 
particularly impressed with our break- 
fast foods—something with which they 
were not familiar in Europe. The one 
which caught their eye and their fancy 
most of all was puffed rice. “There,” 
they said, “is something typically 
American—puffed to eight times its 
natural size.” 

So, we have not yet completely de- 
parted from the old tradition of big- 
ness and from the worship of size for its 
own sake. Still, a new factor is enter- 
ing into the whole situation, namely, 
widespread birth control, to which Dr. 
Kuczynski has referred. The whole 
Malthusian theory presupposes the 
appearance of as many children to the 
married couple as the Lord sees fit to 
send. Malthus took no account of the 
deliberate control of family increase 
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within the marriage bond and conse- 
quently his whole set of theories and 
principles was built up in the absence of 
that consideration. That is why he 
was known as the arch pessimist of all 
time, the “gloomy parson,” the man 
who condemned mankind to greater or 
lesser degrees of misery for all time to 
come. 

But now we have the introduction of 
a new factor in social evolution, of an 
importance which Warren Thompson, 
in his recent Danger Spots in World 
Population, considers comparable to 
that of the invention of the printing 
press and the discovery of fire. When 
you have a new influence of that kind 
entering into the situation, the whole 
series of conclusions must be revised. 
And that is exactly what we see going 
on in the world around us today. 


PRroGREss OF BirtH CONTROL 


Birth control is gaining headway and 
will very soon be established as a gen- 
eral if not a universal factor in the life 
of Western countries, and is, strange 
as it may seem, beginning to penetrate 
the countries of the Orient. People 
are becoming interested in it. In 
fact, I have heard it said that there are 
just three things in which the American 
people really are interested—eugenics, 
birth control, and girth control. 

By way of illustration, I may men- 
tion the recent action of the Town Hall 
Club in New York, which has a rather 
unique and distinguished membership. 
The Club held its annual vote for that 
member who had done most to add to the 
enlargement and the enrichment of life. 
There were some six hundred members 
voting, and out of the five candidates, 
two were tied. A careful recount 
showed a margin of one vote. The 
two who were tied were Dwight Mor- 
row and Margaret Sanger, and Dwight 
Morrow won out in the end by one 
vote. 


Such a thing as that would have 
been utterly impossible ten years ago. 
It is a sign of a change of the factors 
underlying the whole population ques- 
tion. And with the introduction of 
birth control into the emigration prob- 
lem, everything takes on a new color. 
If a country has the power to control 
its growth of population by internal 
methods, then perhaps a wisely di- 
rected and cautiously controlled emi- 
gration may prove of some value. 


Be 
MIGRATION AS A TEMPORARY ie 
EXPEDIENT 


Professor Thompson, in his book 
previously cited, reaches the conclusion 
that as between the densely settled 
sections of the earth’s surface and the 
less crowded areas, there exists a differ- 
ential pressure which, if not relieved in 
some way, will inevitably bring the 
world once more into war. He advo- 
cates migration as a solution of that 
problem until the expedient of birth 
control shall have made its way and 
shall be prepared to serve its function. 
He applies this solution particularly to 
such a country as Japan. 

With many of Mr. Thompson’s 
basic conclusions I heartily agree, but 
I differ from him with respect to the 
order in which he places these two ex- 
pedients. I am very much afraid that 
if countries like China and Japan and 
India are given recourse to large emi- 
gration as a relief from their acute 
problems, they will use that as an ex- 
cuse for postponing birth control in- 
definitely, and in the end we shall have 
still more overcrowded countries, still 
worse situations, still less relatively va- 
cant land, and birth control no nearer 
its goal than it is today. 

I would say most emphatically, as a 
prerequisite to the application of migra- 
tion as a relief for overpopulation, let 
any particular country demonstrate 
that it can introduce and apply birth 
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control to the extent of holding its 
population stationary say for a decade, 
or even better, fora generation. When 
a country has shown that ability, there 
will be some reason to consider its 
rights to use emigration to draw off 
its surplus population. 


Dors War RELIEVE PoPuULATION 
PRESSURE? 


There is one other application of this 
group of principles that seems to me 
of very great importance. It was my 
good fortune about six years ago to 
make a tour through Europe in the 
investigation of migration problems, 
which brought me into touch with offi- 
cials in most of the capitals of Europe. 
The onething that impressed itself upon 
me was that, under modern conditions, 
war is no relief for overpopulation. 

We have been trained to look upon 

- war as one of the great expedients of 
- Nature to dispose of her surplus popu- 
lation. In that tour over Europe only 
a few years after the close of the world 
war, with its terrible holocaust of hu- 
man life, I found practically every 
country in Europe more overpopulated, 
or at least more conscious of its excess 
population, than it was before the war 
started. 

I am convinced that there is a fun- 
damental principle here which is easy 
to understand. As already stated, 
overpopulation is a condition depend- 
ent upon the total economic setting of 
a country. One of the important ele- 
ments in the economic setting of a 
modern country is a complex industrial, 
financial, and general economic system 
which not only exists within its own 
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boundaries but links it up with other 
countries on a basis of commerce, of 
credit, of international finance, and so 
on. 

A war completely shatters that fab- 
ric of international relationships and 
to a large extent destroys even the in- 
ternal organization; so that when the 
war is over, a country finds itself far 
less able to support its smaller popula- 
tion on its disorganized economic basis 
than it was to support a larger popula- 
tion with better economic foundations 
before the war. By the time those 
economic foundations have been re- 
stored, the population has again shot 
forward, so that the condition is no 
better than before the war took place. 
I think this throws a new light upon 
international problems. We must stop 
thinking of war as any remedy for ex- 
cess population. 

I believe that this whole situation is 
taking on a new aspect and a new set- 
ting. We are beginning to discard the 
Malthusian view that population is a 
great brooding, menacing force hanging 
over mankind at all times, threatening 
us with constant misery, to be dealt 
with on the best possible terms but al- 
ways greater than the human will or 
social efficiency. We are coming to 
think of population as one of the great 
concrete, tangible, objective factors in 
human welfare, to be directed just as 
we direct any of the other great insti- 
tutions of human life. On that basis, I 
am confident that we are moving for- 
ward into a new and better era, both 
economic and social, because of our 
better grasp of this great human ca- 
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By Epna Cers MacMaHoNn 
Formerly, Instructor in Department of History and Social Science, Hunter College, Brie 
New York City 


HE attitude of immigration coun- 

tries toward international migra- 
tion seems to be affected by at least 
three considerations: their need for 
labor to exploit their resources; their 
concern for living standards and for the 
character of their population; and the 
motives of emigration countries in seek- 
ing an outlet for their surplus popula- 
tion. The public opinion that has found 
expression in immigration legislation 
has seldom distinguished these factors; 
they have in fact usually been interre- 
lated, one predominating at one time 
and another at some other period; but 
in order to clarify present conflicts 
between immigration and emigration 
countries it seems desirable to consider 


them separately. the outflow, however, and gradually a 
recognizing the advantages that might 
Invucements To Immigrants be derived from the transplanting of 

The policy of freedom of interna- loyal subjects, they authorized emigra- = == 


tional migration, which seemed to be 
gaining acceptance during the nine- 
teenth century, resulted from the open- 
ing of unsettled areas, particularly in 
the United States, which not only ad- 
mitted immigrants but even offered 
inducements to them. Officially, this 
country extended political privileges in 
the form of easy naturalization, accom- 
panied by protection against other 
countries’ claims to military service; it 
safeguarded the health and the comfort 
of migrants during the ocean voyage; it 
offered free public lands for settlement 
and free advice both abroad and upon 
landing; and, during the Civil War, 
when industrial labor was particularly 
scarce, it permitted immigrants to en- 
cumber future wages in order to finance 


Unofficially, migration was stimu- 


lated by the recruiting activities of 
transportation agencies and industrial 
corporations, sometimes with financial 
assistance, and by the prepaid steam- 
ship tickets and the assurances of em- 
ployment sent by immigrants already 
here to relatives and friends at home. 
To some extent, persons were even 
coerced into entering in order to fill the 
demand for labor, as in the case of 
Negro slaves in the South and Chinese 
coolies on the Pacific Coast. 

At first, the countries from which 
these persons came sought to check 
their departure, for economic or mili- 
tary reasons, and refused to permit 
their expatriation. Powerless to stem 


tion, protected conditions of trans- 
oceanic travel, sought to defend their 
nationals abroad, and eventually per- 
mitted expatriation. 
RESTRICTIONS 

The situation that made the move- 
ment generally acceptable had begun 
to change before the world war. As the 
pressure for new labor relaxed, measures 
were taken to retard its entrance. 
First, the Alien Contract Labor Law of 
1885 sought to prevent active recruit- 
ing by corporations and the prepay- 
ment of steamship passages by them. 
When this act failed to check the 
mounting rate of immigration, the 
literacy test was recommended in 1914 
by the United States Immigration 
Commission as the best practicable 
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method of reducing the reserve of un- 
skilled immigrant labor. With the 
support of the South (which had come 
to favor the restriction of Southeast 
Europeans on other grounds) this test 
was adopted in 1917 over the Presi- 
dent’s veto. Under its provisions, 
however, only about fifteen hundred 
persons were debarred annually, and by 
1921, immigration had risen again to 
805,228. In the face of what seemed 
likely to be a postwar European inva- 
sion of some duration, a plan of definite 
numerical restriction was put in opera- 
tion temporarily and in 1924 was 
adopted as a permanent policy. It 
limits European immigration to ap- 
proximately 150,000 annually. 

These changes in policy have at- 
tended stages in economic develop- 
ment. Whatever the selective features 
of American legislation have been, it 
is clear that in their economic aspects 
the present limitations correspond to 
the more drastic postwar restrictions of 
the economically mature countries of 
Europe, which seek to protect wages 
and conditions of employment by pre- 
venting the international movement of 
workers except in response to definite 
economic needs. 

It may be that the drastic restriction 
of the 1924 act was economically pre- 
mature, as is suggested by André 
Siegfried, who points to the increased 
migration from Canada and Mexico 
since the passage of the act as an indica- 
tion of the continued demand for labor. 
The state of the employment market at 
the moment makes it difficult either to 
support or to refute this point of view, 
for though no active demand for more 
industrial labor is apparent, it seems 
highly probable that the shortage of 
jobs is due in part to attempts of em- 
ployers to head off any labor stringency 
that might result from restriction, by 
speeding up the rate of mechanization. 
In any case, it is clear that industry in 


the United States does not need a con- 
stant flow of European immigrant 
labor. 

Nor is an increased demand for set- 
tlers on the land likely to occur. The 
unexploited agricultural resources are 
either relatively poor areas or areas 
that can be developed only through 
large capital investments in irrigation 
or drainage. The disadvantages faced 
by the American farmer in seeking to 
market his surplus crops abroad at a 
profit do not suggest a period of agri- 
cultural expansion in the near future. 

It is not likely, therefore, that the 
United States will permit immigration 
to increase the number of producers. 
‘The present problem seems rather to be 
one of finding consumers, and immigra- 
tion cannot secure them without lower- 
ing, or at least running the risk of lower- 
ing, the relatively superior living 
standard of the working population. 


IMMIGRATION Po.iciEs oF BRITISH 
DoMINIONS 


There is slight prospect that unde- 
veloped areas elsewhere in the world 
will be capable of absorbing immigrants 
during the twentieth century at the 
rate at which the United States ab- 
sorbed them during the nineteenth 
century. Despite the drastic restric- 
tions imposed by the United States, 
migration to Canada, Australia, Ar- 
gentina, and Brazil—the chief remain- 
ing immigration countries of the world 
—has not exceeded its average for the 
five-year period from 1911 to 1915. 
In the case of the British dominions, 
the failure of immigrants to enter in 
larger numbers can be attributed in 
part, but by no means entirely, to 
legislative restrictions; in the case of 
the South American countries, serious 
legal bars have not existed. 

In the immigration policies of the 
British dominions, it is difficult to 
dissociate the economic from the 
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political and social aspects and to tell 


whether their areas could be exploited 
to advantage by the peoples of the 
densely populated countries if they 
were free to enter. 

_ In Canada, the northern edge of the 
wheat belt in the Peace River country, 
the upper part of Ontario, and some of 
the western railroad lands are available 
for settlement. Under favorable world 


al _ market conditions for wheat and with 
careful attention to potential markets 


for other agricultural crops, these lands 
might successfully be put under culti- 
vation. The Government, however, 
has found it necessary to give supervi- 
sion, advice, and financial assistance in 
the form of reduced fares and liberal 
credit to settlers in the new areas and 
in areas that have been abandoned. 

In Australia, too, financial assistance 
has been required to induce immigra- 
tion for purposes of agricultural settle- 
ment. In the sections where settlement 
has been promoted by the authorities 
—particularly in the  semi-tropical 
parts of the northeast and the fertile 
grasslands of western Australia— 
it has necessarily been preceded by the 
opening of railroads and other trans- 
portation facilities, the provision of a 
water supply, the construction of dwell- 
ings, and the furnishing of livestock, 
seed, and credit for the temporary liv- 
ing expenses and working capital for 
the settlers. Owing to lack of capital 
in Australia, Great Britain has pro- 
vided funds for development in order 
to assist in the settlement of unem- 
ployed British workers. 

These projects are still in the experi- 
mental stage but their success is not 
such as to encourage expansion. A 
recent report by the British economic 
mission to Australia recognized that 
further promotional activities in west- 
ern Australia would be unwise in view of 
the difficulty of finding markets for the 
products, the heavy capital investment 
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made in the unprofitable development 
of public lands, and the abandonment 
of lands by a considerable proportion 
of the settlers. The mission suggested 
that the emigration of British settlers 
should be curtailed, although the loca- 
tion of only 450,000 persons in a period 
of ten years—an annual average of 
45,000—had been contemplated. It 
seems that settlement in these areas 
can be successfully undertaken only by 
individuals with capital or through 
projects involving substantial govern- 
ment aid or other financial assistance. 


Soutu AMERICAN INDUCEMENTS 


In South American countries, the 
legislative policies generally reflect an 
active demand for persons without 
property to enter in unlimited numbers 
as settlers or as agricultural laborers. 
The laws of Argentina and Brazil 
typify this attitude. They offer, as 
inducements to immigrants, free board 
and lodging temporarily at state ex- 
pense, free transportation to place of 
destination, exemption from customs 
duties on luggage, furniture, tools, and 
implements, governmental aid in lo- 
cating employment, and free grants of 
public lands by some of the states. 
The purchase of large estates to be 
broken up for settlement in small 
holdings has been undertaken in some 
places. Non-profit-making coloniza- 
tion companies have been organized in 
codperation with the railroads to assist 
settlers in securing land and to advance 
them credit, food, and equipment. 

Despite these inducements, however, 
the countries of South America have 
not been attracting more settlers than 
they did in the prewar period, when 
Argentina drew almost fifteen per cent 
of the total emigration from Europe and 
stood second to the United States with 
an annual average immigration of over 
200,000; Brazil followed Canada and 
Australia with an annual average immi- 
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gration of over 120,000. Although 
these countries have retained their 
rank the number of immigrants has not 
risen above prewar levels, at a time 
when they might be expected to 
attract thousands of settlers thwarted 
in their desire to migrate to the United 
States. The volume of international 
migration has shrunk to such an extent 
that the United States still takes ap- 
proximately one half of the total emi- 
gration from Europe. 

A partial explanation of the lack of 
response to the inducements offered to 
immigrants by countries like Argentina 
and Brazil lies in the fact that even in 
South America the only sizable areas 
having a population of less than two 
per square mile are poor steppe, moun- 
tainous, or desert regions, or (in Brazil) 
tropical or semitropical places in which 
white people are not inclined to settle. 
Some good lands that are sparsely 
inhabited might support a larger popu- 
lation if a system of large estates did 
not discourage the small holder. In 
the undeveloped mediocre sections, 
suitable only for grazing, capital 
amounting to £28,000 and the posses- 
sion of six hundred hectares of land are 
suggested by the government as an ad- 
vantageous basis for successful cattle- 
raising. 

Like Canada and Australia, these 
countries face the problem of a drift of 
' settlers and agricultural workers to the 
cities, where the supply of labor ex- 
ceeds the demand. This movement 
suggests that, for the present at least, 
their resources do not have the power 
to attract that was possessed by the 
farm lands of the United States during 
the half-century when the Mississippi 
basin was being filled, not only by im- 
migrants but also by native-born per- 
sons from industrial centers. The 
combination of fertility of soil, individ- 
ual land ownership, ready home mar- 
kets, and rate of expansion that made 
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increases in western land values almost 
certain has not been repeated in other 
immigration countries. 

MiGRATION TRENDS 

The new countries that have been 
mentioned do not, of course, comprise 
all of the potential resources of the 
world. It is not impossible that migra- 
tions involving millions of Europeans 
may again take place. Meanwhile, it 
is probable that a limited amount of 
international migration in response to 
labor needs will continue to occur, not 
only in areas of relatively sparse popu- 
lation but also in densely populated 
countries where labor shortages result 
from a decline of population or the 
rise of new industries. A limited mi- 
gration of this character has taken 
place on the continents of Europe and 
Asia, and D. Kuczynski’s analysis 
of population trends in Northwestern 
Europe indicates that it may become 
significant there in the not distant 
future. 

France has already become an im- 
migrant area. In the early postwar 
reconstruction period, her immigration 
from Italy, Poland, Spain, and Czecho- 
slovakia amounted to several hundred 
thousands annually, and although it 
suffered a decline after 1926, France 
still admits approximately fifty thou- 
sand immigrants a year—most of them 
as agriculturists planning to settle 
on abandoned lands in southwestern 
France. This movement of workers is 
controlled by bilateral treaties under 
which France agrees with the emigrant 
nation on the number and the occupa- 
tional character of the immigrants it 
will accept, guarantees them wages 
and other conditions of work equal to 
those of its nationals, including social 
insurance, and regulates methods of 
recruiting and organizing themovement 
of workers. France’s national laws 
guarantee preference in employment to 
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its own nationals, thereby preventing 
immigration from throwing native 
workers out of employment. 

This regulated immigration into 
France is typical of the international 
movement of workers among European 
countries. The wartime and postwar 
restrictions on the admission of alien 
workers have operated to protect na- 
tive workers against immigration not 
warranted by conditions in the labor 
market. They seldom exclude alien 
workers who have definite prospects of 
work, and they do not prevent admis- 
sion of a large and varying number of 
alien workers under bilateral treaties in 
cases of shortage in the domestic labor 
supply. 

The foregoing cursory survey indi- 
cates that at present, the important 
immigration countries either restrict 
their immigration to negligible figures 
because there seems to be no active 
need for labor to develop their re- 
sources, or they present conditions of 
employment or settlement which do 
not attract the surplus populations of 
Europe in sufficient numbers to relieve 
overpopulation. 

If this were the only factor affecting 
immigration policies, the overpopulated 
countries would have no valid ground 
for a grievance, for they could hardly 
claim the right to enter a country in 
which no opportunities for employment 
existed or in which their nationals would 
not be willing to accept the available op- 
portunities. Grievancesare based either 
on the claim that opportunities exist 
which are not being exploited by the 
nations that control them or on the 
claim that the privilege of exploiting 
them is not granted on equal terms to 
the nationals of all countries. Where 
legislation giving grounds for these 
grievances has been passed, its pur- 
pose has been fo protect the living 
standards and the character of the 
population. 
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SELECTIVE LEGISLATION 


Not all legislation affecting the qual- 
ity of population has been discrimina- 
tory in character. Early state legisla- 
tion on this subject, passed in the 
United States during the pre-Civil War 
period, excluded paupers, criminals, 
and diseased persons; and attempts 
were made to supplement exclusion by 
a head tax which savored a little of a 
property qualification but which seems 
to have been justified in order to help 
to finance the cost of aliens in public 
institutions. 

Federal selection began with the 
exclusion of convicts and prostitutes in 
1875 and was gradually extended to 
include lunatics, idiots, and persons 
likely to become public charges, per- 
sons who believe in bigamy, anarchists 
and other advocates of the overthrow 
of organized government by force and 
violence, and persons of “constitu- 
tional psychopathic inferiority.” 

In the British dominions, similar 
laws have apparently been more 
strictly enforced and have probably 
exercised a greater selective influence 
on the character of the immigrant 
population. In South and Central 
America, restrictions affecting health 
and related matters have been adopted 
by all countries. The laws vary 
greatly in scope and precision, ranging 
from the generality with which Hon- 
duras excludes persons of bad moral 
character and immigrants not enjoying 
good health to the particularity with 
which Peru lists, as likely to become 
public charges, persons suffering from 
rupture, chronic rheumatism, and vari- 
cose veins in the lower limbs. Nothing 


in the circumstances surrounding the 
passage of this legislation or in the ad- 
ministration of its provisions, however, 
lays it open to charges of discrim- 
ination. 


Apart from selection 
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involved in restrictions regarding mat- 
ters such as health, other measures de- 
signed to protect the native population 
have either directly or implicitly dis- 
criminated against certain national or 
racial groups. 

In the United States, total exclusion, 
except for purposes of trade, has been 
applied to Chinese and Japanese; a 
literacy test intended to reduce South 
and East European immigration is on 
the statute books; a quota system for 
European countries is in force which 
has reduced South and East European 
immigration to approximately 30,000 
out of a total immigration of approxi- 
mately 150,000 European immigrants. 

The same quota system establishes a 
preference in fact for British immi- 
grants by giving Germany, the Irish 
Frée State, and the Scandinavian 
countries—the chief sources of immi- 
gration during the nineteenth century 
—a combined total of immigrants 
which is less than the total for Great 
Britain and Northern Ireland alone. 
This British preference is strengthened 
by the numerically unrestricted immi- 
gration from Canada. It would be 
strengthened even further if Congress 
should adopt the recommendation of 
Congressman Johnson of Washington, 
Chairman of the House Committee on 
Immigration and Naturalization, who 
urges a preference within quotas for 
English-speaking persons and “persons 
whose mental, moral, physical, and 
hereditary characteristics shall tend 
readily to assimilate them and develop 
a homogeneous population in the United 
States.” 

At the same time, support seems to 
be increasing for some restriction of 
Mexican immigration. A plan was re- 
cently reported favorably by the House 
Committee on Immigration and Nat- 
uralization which proposed to establish 
for all American countries quotas 


amounting to four times the number of 


American citizens who were perma- 
nently settled in the countries in ques- 
tion in 1929. This would give a quota 
of 61,566 to Canada and Newfound- 
land, one of 2,900 to Mexico, and smal- 
ler quotas to other American countries, 
thus reducing Mexican immigration toa 
negligible quantity, preserving the pres- 
ent predominantly British immigration 
from Canada, and (the Committee 
hopes) showing consideration for Latin 
American countries by avoiding direct 
methods of discrimination. 
Asiatic IMMIGRATION 
When, during the seventies, the 
United States first considered the 
adoption of discriminatory legislation 
against the Chinese, it seems to have 
been with some concern regarding the 
international propriety of such action. 
Free migration between the two coun- 
tries, except for involuntary contract 
laborers, had been established by 
treaty in 1868—a treaty of great im- 
portance to the United States because 
it permitted entry into China on the 
part of American commercial interests. 
President Hayes, in vetoing an act of 
1879 that practically excluded Asiatics, 
proposed to handle the problem through 
the “‘ proper course of diplomatic nego- 
tiations,” and the Exclusion Act of 
1882 was passed in accordance with a 
revised treaty. Attempts were made 
to secure China’s consent to subse- 
quent more drastic restrictions. When 
China exhibited reluctance, however, 
Congress asserted its right to disregard 
the international considerations urged 
by the State Department. 
Discrimination against Japanese was 
also complicated by international nego- 
tiations. A commercial treaty in 1894, 
while granting generally the right of 
free migration to subjects of both na- 
tions, expressly permitted control of 
the admission of laborers. As Japan’s 
prestige grew, she sought to eliminate 
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this open consent to discrimination 
against her nationals. Out of respect 
for her feeling, the objectionable feature 
of the early treaty was removed by a 
change in provisions which guaranteed 
right of entry only for purposes of trade. 
By agreement, the obligation volun- 
tarily to restrict migration of Japanese 
laborers was accepted by Japan in order 
to avoid open legal discrimination by 
the United States. The dissatisfac- 
tion with this arrangement arose not 
from the fact that the method in itself 
had proved ineffective but that under 
the exemptions allowed by its terms, 
the Japanese population in the United 
States was continuing to increase. 
When the 1917 Act and the Emer- 
gency Quota Acts were under consider- 
ation, the State Department succeeded 
in forestalling national legislation con- 
trary to the existing agreement. Feel- 
ing against the continued increase of 
Japanese after the war was so strong, 
however, that exclusion was adopted 
in the 1924 Act after a sharp struggle, 
in which the Senate vote was relatively 
close and the House vote in favor of the 
Act was influenced by the issue whether 
the Executive Branch of the Govern- 
ment or Congress was to have the 
power to determine immigration policy. 
Congress’ attitude was represented 
by the declaration of Senator Robinson 
of Arkansas that to permit immigra- 
tion by treaty “‘would seem to consti- 
tute a recognition of the immigration 
question as a proper subject for in- 
ternational negotiations” and would 
“constitute a distinct recognition of the 
force of the Gentleman's Agreement as 
superior to the right of Congress to 
legislate on the subject.” These epi- 
sodes have colored the attitude of the 
United States toward regulation of 
migration by international understand- 
ing and have tended to produce an 
assertiveness in declarations of dis- 
criminatory policy by the United 
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States which has increased the bitter- 
ness they aroused. 


Quotas BasEep ON NATIONAL ORIGIN 


In the case of discriminations against 
European countries, Congress has 
been free from international considera- 
tions in the form of treaties. In 1924, 
however, the Italian and Rumanian 
Governments objected to the discrim- 
ination implicit in the then pending 
Johnson Bill, which based quotas on 
the foreign-born population recorded 
in the 1890 census—a base which was 
adopted by the House because it se- 
cured the smallest proportion of immi- 
grants from Southeast European coun- 
tries. 

The State Department on this occa- 
sion also attempted to avoid open dis- 
crimination by urging continuation of 
the 1910 census base, which had been 
used in the Emergency Quota Acts. 
The Senate adopted the later base, with 
the proviso, however, that after 1927 
the quotas were to be based on the 
national origin of the whole popula- 
tion. Senator Reed of Pennsylvania 
sponsored the plan, partly on the 
ground that it would be less suscepti- 
ble to the charge of discrimination. In 
the course of conference on the bill, 
the State Department recommendation 
was eliminated and the House basis was 
adopted temporarily until quotas under 
the national origin provision could be 
calculated. 

The Act of 1924 provided for a care- 
ful analysis of the national origin of the 
whole population on the basis of census 
and immigration statistics, and an ap- 
portionment of the total quota among 
the various European countries on the 
basis of the present composition of the 
population. Such a distribution was 
defended on the theory that the im- 
migration policy should preserve exist- 
ing ratios between the various ethnic 
elements of the population. Its effect 
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is to admit only a relatively small 
Southeast European immigration, al- 
though quotas for some countries in 
that region are slightly increased over 
what they were on the 1890 census 
base, and to reduce substantially the 
proportion of German, Irish, and 
Scandinavian immigrants, who en- 
tered in greatest numbers during the 
nineteenth century and did not, there- 
fore, contribute as much stock to the 
present population as the colonial 
immigration of British. 

This succession of discriminatory 
laws has been advocated and passed on 
two grounds: first, that the low living 
standards of certain racial and na- 
tional groups have tended to reduce, or 
at least to keep stationary, the living 
standards of the native-born working 
population; and second, that racial 
differences between the culture and 
tradition of certain peoples and the 
indigenous culture of the United States 
have made assimilation impossible and 
have tended to destroy the homogeneity 
of population, without which democra- 
tic institutions cannot function and a 
national flowering of culture cannot 
take place. 

on! 


British Exciusion 


The policy of racial selection in the 
British dominions has been quite as 
discriminatory as the present legisla- 
tion of the United States. It has at- 
tracted less attention, however, partly 
because equality in the treatment of al! 
alien workers permits a preference for 
persons of British origin, and partly 
because its effect has generally been to 
refuse to extend the privilege of immi- 
gration to certain peoples rather than 
to withdraw privileges which had once 
been enjoyed. The dominions never 
adopted what might be regarded as a 
policy of free migration. 

Australia has at least three specific 
laws aimed at racial discrimination: 
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the Pacific Island Labourers’ Act of 
1901, excluding non-European persons 
of the Pacific Islands; a literacy test 
law, requiring any immigrant to pass 
such test in any language which an 
examiner may choose; and a recent act, 
passed in 1925, permitting exclusion by 
proclamation of any class not likely to 
be assimilated. 

Under these powers, all colored 
peoples have been excluded. Although 
white immigration as such is not 
barred, Europeans who are not kept 
out by the high cost of the ocean 
voyage can be excluded under a law 
which requires all farm laborers or un- 
skilled workers to have definite con- 
tracts of employment as a condition of 
admission. Practically, their immigra- 
tion is permitted only when they have 
state approval and enough capital to 
enter as settlers, or when they are 
recruited under government authori- 
zation in connection with some scheme 
for assisted settlement. 

A predominantly British immigra- 
tion is secured by active recruitment 
and by reserving assistance for persons 
from Great Britain. Limited numbers 
of South and East Europeans have re- 
cently been admitted to settle in the 
semitropical areas of Queensland and 
in West Australia. Under the quota 
system adopted for this purpose, the 
total number is determined in accord- 
ance with the plans for development, 
attended by a policy of keeping alien 
immigration within twelve per cent of 
the British admitted. In this scheme, 
Italy is now allotted three thousand, 
which constitutes approximately three 
fourths of the total number of South 
and East Europeans who are received. 

In Canada, Chinese exclusion is 
effected by a head tax of five hundred 
dollars on all Chinese persons not of 
commercial or professional classes, re- 
gardless of allegiance. Japanese mi- 
gration is restricted by a Gentleman’s 
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Agreement with Japan and by supple- 
mentary legislation that excludes per- 
sons not entering directly from the 
country of their birth and allegiance. 

Any desired racial discriminations 
could be imposed under existing law, 
since it gives the Governor-General 
power to vary the requirement for a 
minimum amount of landing money 
with race, and permits him to prohibit 
or limit in number the immigrants of 
any particular nationality for economic 
or social reasons. Under these provi- 
sions, countries of Northwestern Europe 
have been classified as “ preferred” and 
their emigrants need satisfy only the 
usual qualifications for admission; they 
are not subject to numerical restrictions. 
South and East European countries are 
classified as “non-preferred” and are 
subjected to definite quotas, the total 
varying with the need for settlers to 
develop unpopulated areas in accord- 
ance with government policies. 


LaTIN AMERICAN ATTITUDES 


In South and Central America, laws 
restricting Chinese and Japanese immi- 
gration have been increasing, following 
the lead of the United States. Today, 
Japanese immigration is encouraged 
only by Bolivia, Brazil, and Peru, all of 
which are interested in Japanese labor 
for the exploitation of tropical areas. 
The State of Amazon in Brazil, which 
had approximately fifty thousand resi- 
dents in 1926, has invited arrangements 
with official Japanese colonizing com- 
panies for settlement of fertile areas 
suitable for raising rice, cane sugar, 
spirits, maize, tobacco, and beans, and 
for experimentation in the growing of 
cotton and silk—raw materials which 
are vital to Japanese industries. 

Brazil also favors Hindu immigra- 
tion in her tropical regions for the de- 
velopment of a fishing industry and 
rice growing. So far as immigrants 

from the various — countries 


are concerned, the attitude of South 
American countries has been one of 
equality of treatment except in the case 
of gypsies, who seem to constitute the 
race menace of South America and are 
excluded in almost all countries. 

Selection in fact, however, is exer- 
cised in favor of South and East Euro- 
peans in the recruiting of immigrants 
under schemes of assisted settlement, 
in accordance with bilateral treaties 
or informal understandings with Eu- 
ropean countries. Argentine officials 
have publicly expressed a preference 
for South Europeans because they are 
more suitable for Argentine settlement. 
Such a preference seems to be justified 
by experience with German immi- 
grants, who in many cases have been 
dissatisfied with Argentine conditions 
and are gradually becoming repatri- 
ated. Preferences of this character, 
based on the mutual interests of both 
nations, are not likely to be regarded as 
discriminations by the countries of 
high living standards whose nationals 
are discouraged from entering. 
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INTERNATIONAL ASPECTS 


The various discriminatory measures 
noted are affecting international peace 
by creating, in addition to the eco- 
nomic motives for aggression, a desire 
to seek compensation for the alleged 
cultural and biological inferiority with 
which this legislation brands various 
peoples. It is doubtful whether open 
discrimination and disregard of na- 
tional sensibilities have been necessary 
to keep out undesired elements. In 
the case of Oriental exclusion in the 
United States, both China and Japan 
viewed with grave concern the blood- 
shed and the violence to persons and 
property which accompanied race con- 
flict in the Western states. Both de- 
clared a desire to restrict emigration of 
their nationals under the circumstances 


and both “—- have been persuaded 
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through skillful negotiation to consent 
to effective restriction. 

By asserting Congress’ sole and com- 
plete control over the subject, the 
United States not only strained inter- 
national relations with these countries 
but also lost their coéperation in con- 
trolling migration through refusal of 
passports. In view of the fact that 
extension of the quota to Japan, plac- 
ing her on an equality with nations of 
other countries, would have permitted 
an immigration of only 146 persons 
annually, the chief purpose served by 
exclusion has been to give vent to 
popular feeling. 

Under the quota system by which 
the United States has discriminated 
against South and East Europeans, the 
total number admitted is so smal! that 
the proportions between racial groups 
cannot affect either the supply of un- 
skilled labor or the ethnic composition 
of the population. 


MExXIcAN IMMIGRATION 


The proposed restrictions on Mexi- 
can immigration are another case in 
point. A large movement of immi- 
grants from this area, which was 
started by organized recruiting on the 
part of southwestern agriculturists, has 
aroused opposition from urban areas 
into which they drift during the winter, 
where they frequently become public 
charges, and from organized labor 
which is beginning to meet Mexican 
competition in industrial areas through- 
out the Middle West. 

This immigration would have been 
much smaller had provisions of the 
existing laws regarding the literacy 
test, health, head tax, and visa fee been 
strictly enforced. Six months’ experi- 
ence with real enforcement during the 
last half of 1929 indicated a drop to 
approximately one fourth of the immi- 
gration for the same six months of the 
preceding year. At this rate the total 
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annual immigration could be reduced 
from over fifty thousand a year to ap- 
proximately fifteen thousand. 

Mexico herself has sought to dis- 
courage emigration in her own inter- 
ests, not only through liberal land re- 
forms but also by trying to persuade 
Mexicans who have settled in the 
United States to return to their native 
country to develop the irrigated areas 
which have recently been opened to 
settlers by the Government. 

In this situation it seems irrational 
to adopt a quota system which would 
be construed as an unfriendly act by all 
Latin American countries, until all 
other attempts at solution have failed. 
It is understandable, however, if the 
American immigration laws are viewed 
as an expression of the economic class 
conflict in the United States, of the 
skilled worker against the unskilled 
who may be used to replace him, or 
the small planter who labors with 
his hands, against the competing 
large planter who uses cheap immi- 
grant labor. Discriminatory immigra- 
tion legislation has been one of the 
political solutions of employment and 
wage problems in a country which has 
had relatively little protective labor 
legislation. 

If the United States should adopt the 
proposal for selective immigration 
formulated by Secretary of Labor 
Davis, and in line with President 
Hoover’s recent declarations on the 
subject, racial preferences would in 
fact be annulled. Under its provi- 
sions, quota numbers not needed by 
families of alien residents would be 
used by the Secretary to admit workers, 
regardless of country of origin, in case 
of a proved economic need which could 
not be satisfied by labor available in 
the United States. Such an experi- 
ment with economic selection might 
pave the way for regulation of immi- 
gration through bilateral treaties, simi- 
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lar to those in use in Europe at the 
present time, in the event of an in- 
creased demand for labor. 

Treaties of this character, however, 
are not likely to be consummated if 
policies of emigration countries conflict 
with the purposes of countries desiring 
immigration. 


EMIGRATION PoLiciEs 


The motives underlying the emigra- 
tion policies of overpopulated countries 
do not always reflect a desire for the 
relief of individuals living continually 
on the margin of starvation, under an 
economy in which the number of per- 
sons is too large for the available re- 
sources. These countries desire rather 
to maintain or even to increase their 
numbers—partly for political and mili- 
tary considerations—and to use emi- 
gration as an aid in establishing a 
balanced industrial economy which 
will strengthen their positions as world 
nations. They can do this only as long 
as immigration countries admit persons 
whose governments encourage them to 
regard their residence abroad as tem- 
porary, to send remittances to kin in 
their home countries, and generally to 
remain loyal to the interests of their 
native lands. 

It is true that a large proportion of 
such emigrants break away completely 
from their home ties. Nevertheless, 
such immigration is regarded with 
apprehension by the new countries, 
which have national and economic 
ambitions of their own. They desire 
immigrants not only as a labor supply 
for their industries and agriculture but 
also as a consumers’ market for the 
goods they produce and as future citi- 
zens who will give unqualified alle- 
giance to the new country. 

A new policy in Italy, induced by the 
restrictions of United States legislation, 
seeks to keep the surplus population at 


means of a program of 
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dustrialization, while encouraging emi- 
gration only when it can take the form 
of an organized colonization movement. 
Such a policy may reduce pressure for 
the admission of emigrants into other 
countries. It will not help, however, 
to solve the conflict in immediate po- 
litical aims which makes it more diffi- 
cult than it might otherwise be to se- 
cure a rational adjustment between 
population and resources. 

Nor will such a policy help to resolve 
the economic conflicts in the situation. 
If overpopulated areas pursue policies 
of rapid industrialization, they will 
probably adopt protective tariff sys- 
tems for both industry and agriculture, 
with the possibility that living stand- 
ards may decline as the cost of pro- 
tected foodstuffs increases. The per- 
sons who might have emigrated may 
then become dangerous competitors in 
the world market. They may affect 
the living standards of wealthy immi- 
grant countries from outside by cap- 
turing their export markets and possi- 
bly throwing their workers out of jobs. 
The population problem will then re- 
solve itself into a struggle for markets 
rather than for uncolonized lands or 
emigration areas—a struggle in which 
the countries with high living stand- 
ards will be at a disadvantage except 
in so far as a superior technique com- 
pensates them for higher wages and 
other high production costs. ae 


PROPOSALS FOR INTERNATIONAL 


REGULATION 


Unofficial international conferences 
have on several occasions ventured to 
discuss international control of this 
“‘entirely domestic” matter and have 
proposed a declaration of principles by 
which countries should be guided in 
making regulations affecting popula- 
tion movements. Briefly, these in- 
clude recognition of the right of free 


migration an and equality of treatment for 
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f 
all workers, qualified, however, by the 
right of immigration countries to pro- 
tect their living standards and to con- 
trol the quality of their population. 
Would these principles obligate any of 
the immigration countries to open their 
territories to persons who are now ex- 
cluded? 

Mr. Albert Thomas, of the Interna- 
tional Labour Office, has gone further 
in his suggestion that an impartial! in- 
ternational authority be constituted to 
declare that particular areas should be 
open to exploitation by immigrants, 
still with the reservation, however, that 
a nation should be allowed to exercise 
selection. Would even this degree of 
control (begging the question of its 
political practicability) secure the more 
rational distribution of population and 
resources which Mr. Thomas desires? 
So long as countries are permitted to 
exclude immigrants on the ground of 
protecting their living standards, wil! 
not the more desirable areas with high 
standards continue to keep out the very 
people who are seeking to enter? 

In other words, such a system might 
promote freedom of migration between 
areas with approximately equal living 
standards, in accordance with the labor 


ye 
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needs of these areas—a result which 
is crudely accomplished by existing 
national legislation—but it will not 
necessarily secure a_ redistribution 
of resources between high and low 
standard areas. No such redistribu- 
tion seems politically possible as long 
as nations remain the most vital agen- 
cies of control in an international econ- 
omy. Perhaps, therefore, the most 
we can hope to secure by a change 
in immigration policies is to minimize 
international friction by having greater 
consideration for national pride of other 
peoples in carrying out selective poli- 
cies. 

In the last analysis, does the conflict 
over immigration policies fundamen- 
tally concern the distribution of popu- 
lation? Does emigration relieve a 
condition of more or less permanent 
overpopulation? Why, in view of the 
world’s limited resources, do over- 
populated countries not seek to check 
their rates of increase? Is not their 
claim to areas for colonization merely a 
cloak for national aggrandizement, and 
are not migration policies, in their 
economic aspects, primarily a phase of 
the struggle between nations for mar- 


kets and raw materials? 
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and Communication 


Contr ol of International 


ods 


Professor of Public Law, Columbia University, New York City 


N a recent address Justice Stone 

said: 

Great as is the practical wisdom exhibited 
in all the provisions of the Constitution, and 
important as were the character and in- 
fluence of those who secured its adoption, 
it will, I believe, be the judgment of history 
that the Commerce Clause and the wise 
interpretation of it, perhaps more than any 
other contributing element, have united to 
bind the several states into a nation. 

Beginning soon after the appointment of 
Chief Justice Waite and continuing down to 
the present time, there has come from the 
Court the series of decisions defining the 
powers of the National Government over 
commerce. They present an impressive 
record of the application of constitutional 
principles to the growing needs and interests 
of the expanding nation. Here, as else- 
where in the application of the Constitution, 
the problem has been to maintain the na- 
tional interests and at the same time bring 
it into an effective harmony with local 
interests and the principles of local govern- 
ment.! 
It would have been impossible to carry 
out successfully the plan of the Federal 
Union, if each state had retained the 
power to control the interstate ways of 
communication or prevent goods from 
passing in interstate commerce or sub- 
ject them to its laws while on its terri- 
tories. A like need in the organization 
of international communications exists 
for the Continent of Europe and, to a 
less degree, for the whole world. Said 
a French representative recently in the 
League Assembly: “No other question 
is as important as the question of the 

1Stone, H. F., “Fifty Years’ Work of the 
United States Supreme Court,” Am. Bar Assoc. 
Jour., vol. 14, p. 430, Aug.—Sept., 1928. 


organization of ways of communica- 
tion.” 
INTERNATIONAL COMMUNICATION 39 
ESSENTIAL 


Business is today international. The 
movement of goods and of passengers 
by water, by land, by air, and that of 
ideas by mail, by telegraph, by radio, 
does not respect artificial national 
boundaries; nor can they do so if the 
needs of individuals living in different 
countries are to be satisfied. Rubber 
must come from southeastern Asia to 
the factories at Akron, and manganese 
ore from Brazil or Southern Russia to 
harden steel in the plants of Germany, 
England, and the United States. In 
return manufactured goods must be 
shipped to the ends of the earth. If 
this great trade is to be subject to regu- 
lation at the will of each state that it 
crosses, the business of the world can 
not be successfully carried on, and a 
dangerous source of irritation, which 
will almost certainly lead to war, will be 
created. 

The international society of states 
has recognized the need for the organi- 
zation of ways of communication, and 
has embodied its will in a series of im- 
portant multilateral treaties which are 
as essential to the economic life of the 
world as is the control by Congress and 
the Interstate Commerce Commission, 
of interstate commerce on our conti- 
nent. 

These treaties provide international 
organs to keep open the rivers of the 
European Continent; they weld the 
railroads of Renee into a union for 
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international commerce; they organize 
the postal services of the nations of the 
world to serve the need for interna- 
tional communication of ideas; they 
make possible the use of that supremely 
international means of communication, 
the ether waves which sensitize the 
delicate radio receiving sets in different 
continents; they lay down the rules of 
the road and the regulations for the air 
space, the last conquest of man for the 
purposes of transportation. 

The League of Nations has taken up 
the duty of making “ provision to secure 
and maintain freedom of communica- 
tions and of transit’’ and has set up an 
organ of the League which is playing a 
large part in the progress of assuring 
international organization of inter- 
national transportation and communi- 
cation in the interests of all the peoples 
of the world. This network of agree- 
ments between nations plays a large, if 
not conspicuous, part in securing that 
“firm, just, and durable peace,” on 
land, on the sea, and in the air, which 
the nations resolved to establish at the 
end of the great war. 


European Rivers 


The first of these treaties was put 
into effect one hundred and twenty-five 
years ago and regulated the traffic upon 
the greatest international artery of com- 
munications of the period in Europe, 
the Rhine river. This treaty, modified 
to meet changing conditions, has re- 
mained in force to the present time and 
has been a model for other international! 
European river conventions. It makes 
the river free for the commerce and the 
vessels of all nations, but it goes much 
farther. 

The Rhine crosses several national 
boundaries and has again become the 
border between France and Germany 
for a long distance, as it was in 1804 
when the first treaty was signed. 
Without an agreement, the govern- 


THE ANNALS OF THE AMERICAN ACADEMY 


Rise: 


ment of each one of these nations 
might have imposed such tolls as it 
pleased upon boats going up and down 
stream, might have imposed its own 
ideas as to how they should be laden 
and what should be the qualifications of 
their boatmen, so as to make it im- 
possible for navigation to be carried on 
in the increasing tempo of the nine- 
teenth century. 

Merely enacting freedom of transit 
however was not enough. Results 
cannot be accomplished in the inter- 
national, any more than in the national 
society, by passingalaw. Tobe really 
free, navigation had to be regulated by 
common accord, and a means had to be 
established by which the detailed rules 
necessary for actual freedom of transit 
might be adapted to new conditions as 
they arose on the river. It was neces- 
sary to do this, however, with respect 
for the organization of independent 
states unwilling to permit the setting 
up of any supervising authority which 
would share their jealously guarded 
sovereignty. So a Commission was 
established to which at first each ripa- 
rian state sent a representative ex- 
perienced in matters of navigation, 
whose quasi legislative resolutions 
should be binding only after being ap- 
proved by the individual governments. 

But a common rule of the road and 
regulation of navigation was not suf- 
ficient. The navigable channel of the 
stream had to be kept free from en- 
croachments by dams and _ bridges 
which might otherwise cut off the free- 
dom guaranteed in principle. Con- 
sequently, the power to prevent en- 
croachments on the navigability of the 
stream was also given to the Commis- 
sion. This important international 
administrative function has been exer- 
cised on the Rhine for more than a 
century and a quarter. 

Provision was also required for the 
judicial side of the problem—differ- 
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ences of opinion as to the meaning of 
the treaty and of the regulations, how 
breaches of the common rule by boat- 
men should be punished, and so forth. 
This need was met by making the river 
valley an international judicial district. 
Under the treaty, each national govern- 
ment set up a special court, whose proc- 
ess ran throughout the valley and 
whose judgments affecting individual 
suitors, might be appealed by the 
individual, not by his government, to 
the Commission sitting as a court. So 
the interpretation of the resolutions and 
their applications were kept uniform. 

By the Treaty of Versailles the com- 
position of the Commission was modi- 
fied; the right of navigation by the 
boats of the citizens of all countries, 
even non-riparian, was emphasized; 
and to protect non-riparians, the Com- 
mission was increased by adding three 
members from great non-riparian states. 
Thus on the rivers of Europe was de- 
veloped a remarkable institution with 
quasi legislative and limited adminis- 
trative and judicial powers, in response 
to the need for a permanent organiza- 
tion to enforce the river law and to 
keep it abreast of changing conditions 
upon the stream and to supervise the 
constantly flowing current of com- 
merce regulated by the international 
statute. 


AMERICAN-CANADIAN BouNDARY 
STREAMS 


An institution of a different sort was 
necessary to protect the interests on 
both sides of the international water- 
ways between the United States and 
Canada. The wide St. Lawrence and 
the inland seas which form part of the 
most important waterway which di- 
vides the two countries are not a nar- 
row, crowded stream like the Rhine, 
and there is no need for a common 
regulation by the two countries of rules 
of the road and the conditions under 


which ships should be allowed to sail. 
Navigation was made free to both 
countries, not to the world, in the rivers 
and the lakes and in the canals which 
joined them, and the only condition 
necessary to protect that navigation 
was the requirement that tolls should 
be uniform in the canals. 

The real difficulty arose over the 
taking of water from the waterways by 
canals, especially at the Niagara, or the 
building of dams or other obstructions, 
not only in the St. Lawrence system, 
but in the smaller navigable rivers that 
cross the boundary. To protect the 
navigability of the streams from such 
interference, a semi-judicial organ was 
set up, the International Joint Com- 
mission, whose consent was necessary 
to any work which would in any way 
affect the navigability or the normal 
condition of streams which are inter- 
national as between the two countries. 


RAILROADS 


The inventive skill of the interna- 
tional community when faced with 
necessity appears again in the solution 
of the difficulty of securing a proper 
functioning of the railroad system of 
Europe, divided as that continent is 
into many sovereign states. The prob- 
lem is not essentially different from 
that presented by the independent 
jurisdictions in our Federal Union. 
As there is no super-state in Europe, the 
simple solution of the American Con- 
stitution, the Federal control of inter- 
state commerce, cannot be applied. 

Suppose a shipper wants to send 
goods from Paris across Belgium and 
Germany to Warsaw. His goods will 
be under the control of the four differ- 
ent governments through whose terri- 
tory they pass, and must travel over 
railroads likewise controlled and in 
some cases operated by those govern- 
ments. He, however, is in the same 
position as a person in New York who 
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desires to ship goods to California 
across the territory of the many inter- 
vening states. 

In each case, the shipper wants to 
make a contract at the point of ship- 
ment which will assure him that his 
goods will be carried across the bound- 
ary of the intervening states and de- 
livered to the consignee at their 
destination. The agent with whomhe 
deals must be able to give him this 
assurance and to fix the price he must 
pay for the transport, inform him as to 
how his goods must be packed to meet 
the requirements of each country they 
cross, and as to the time of delivery. 
It is equally important to the 
European and the American shipper 
that there be no discrimination be- 
tween users of the roads, that he pay 
the same rate as his competitor, that 
his goods be promptly forwarded, and 
that he receive the same treatment as 
every other shipper. Equality of rate 
and of service is fundamental for 
international as for interstate trans- 
portation. 

These necessities of international 
transportation were met through the 
organization of the Internationa! Union 
of European Railways in 1890. The 
governments bound themselves to 
guarantee to their nationals prompt 
forwarding of their goods on interna- 
tional lines of railway, and bound them- 
selves furthermore that there should be 
no discrimination in rates or in service, 
and that the price of transportation 
should be fixed by published rates in 
each country. The governments were 
not ready to set up any international 
control over rates or service, but they 
were willing to compel their railroads 
to assure fair treatment as to rates and 
service for foreigners as well as na- 
tionals in international transportation. 
Thus, a shipper from Paris could 
have his rate figured out to Warsaw; 
could pay it to the agent of the French 
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railway and be certain that the rate he 
paid was that which would be charged 
to any of his competitors, and that his 
shipment would be given prompt dis- 
patch at each frontier, in the order of 
its arrival. If it were not, he could 
recover damages; and if he were dis- 
criminated against as to rates, he was 
also entitled to action against the 
united railways which had contracted 
with him for carriage of his goods. 

The union of the railways comes out 
clearly in the right which was given the 
shipper to bring his actions for dam- 
ages for injury to the goods or on his 
contract of carriage against the railway 
where the shipment was initiated or the 
railway which had the duty of deliver- 
ing the goods to the consignee. It was 
left to the railways among themselves 
to divide the freight and also to divide 
the losses caused by the payment of 
damages. 

No quasi legislative commission, as 
on the Rhine, was created to amend the 
detailed provisions of the treaty or the 
regulations made under it, nor was 
anything like an interstate commerce 
commission set up to enforce obedience 
on the part of the railways or to fix 
rates or conditions of service; but a 
central bureau was created to serve as a 
means of communication between the 
railway administrations, to prepare 
changes in the regulations, to submit 
them to the governments for their ap- 
proval, to settle disputes between the 
roads at their request, and to act as a 
central accounting office. In the re- 
cent revision of this treaty which went 
into effect in 1928, the international 
machinery was strengthened by the ad- 
dition of an expert commission, whose 
duty it is to watch the administration 
of the act, and to make suggestions for 
its improvement and for regulations 
which must be acted upon by the gov- 
ernments, if a majority of the commis- 
sion sees fit to recommend them. 
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InTERNATIONAL Arr NAVIGATION 


The infant of twentieth-century com- 
munication, the navigation of the air, 
was born into a world which had be- 
come accustomed to common regula- 
tion of international ways of com- 
munication; but had this not been so, 
the idea would necessarily have had to 
be adopted, for this lusty infant rapidly 
outgrew the swaddling clothes of na- 
tional control in which it had at first 
been enveloped. Impracticable for 
river and railway transport on the 
European continent, purely national 
regulation of air commerce was im- 
possible. The development of the 
great network of air lines now crossing 
Europe would have been unthinkable 
without continental regulation of air 
navigation. 

The International Air Navigation 
Convention of 1919 assures freedom of 
passage of planes of one signatory state 
through the air space under the “‘com- 
plete and exclusive sovereignty” of 
each of the others and requires that all 
regulations in force within that area be 
applied equally to every aircraft. Equal 
rights and rates in aérodromes are like- 
wise granted to the airships of all states. 

In the detailed provisions of the 
treaty and its annexes appears the in- 
convenience of the lack of an inter- 
national administrative authority to 
which the making of rules and regula- 
tions may be referred. Clearly, the 
rules of the road in the air must not 
change each time an airship crosses an 
invisible boundary line, and yet rules 
for regulation of the traffic must be suf- 
ficiently detailed to make the air safe; 
so detail in national legislation left to 
administrative officials is necessarily 
set out in full. 

One section forbids an airplane pass- 
ing an aircraft it has overtaken by div- 
ing under it but requires passing on the 


ministration likewise prevents the set- 
ting up of an international licensing 

y. This renders it even more im- 
portant that the conditions which 
individual pilots and their craft must 
fulfill before they are allowed to pass 
over the territory of the union states be 
set forth in detail in the regulations. 
The details of warning signs and 
ground signs must also be included. 
The regulations even contain “rules for 
air traffic on and in the vicinity of 
aérodromes.”’ 

The usual system of calling a diplo- 
matic convention, in which every state 
may have its veto, to make changes in 
so detailed and complicated an inter- 
national statute would be clumsy 
enough but the added delay and the 
difficulty of assuring ratification from 
each party would unduly complicate 
the situation. Recognizing the need 
of a more pliable instrument of common 
action, the signatories of the Conven- 
tion set up a permanent Commission of 
one member from each state and al- 
lowed it by a three-fourths vote to 
amend the regulations, though not the 
statute itself. The amendments go 
into effect without the necessity of the 
approval of the governments—a long 
step in advance in the organization of 
the society of sovereign states to carry 
on its non-political business. Dis- 
putes under the Convention and the 
regulations must be referred to the 
Permanent Court of International 
Justice at The Hague, whose impor- 
tance in deciding questions involving 
what one might call the business affairs 
of the nations is growing and is per- 
haps as significant as its function of 
settling more striking differences. _ 


Posts best 


It would be just as impossible to 
transact business on a world scale with- 
out a free use of the postal service and 
other means of transmitting informa- 
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tion as it would be to transport goods 
under modern conditions in the midst 
of a wholly anarchical world of sover- 
eign states. 

The necessities of the case have 
forced upon governments, often at a 
substantial sacrifice, the organization 
of the International Postal Union com- 
prising practically the whole civilized 
world, so that an individual can drop a 
letter into a mailbox in New York, ad- 
dressed to his friend or business as- 
sociate in Siam or Singapore. The 
countries in the Union form a single 
postal territory for the reciprocal ex- 
change of correspondence. 

The five-cent stamp required by the 
International Postal Convention will! 
carry a letter to almost any point in the 
world. The Convention is a perma- 
nent working arrangement between the 
postal administrations of the world and 
has kept that important public service 
out of international politics and in the 
hands of the experts of the posta! ad- 
ministrations of each country. 

The Union makes its own rules 
through its own conventions which are 
composed of postal officials, and the 
acceptance of the governments is in 
most cases a formality. It interprets 
its complex rules and _ regulations 
through its own international bureau 
and, finally, it arbitrates any disputes 
which arise through representatives of 
postal administrations selected by the 
administrations which are at odds. 

The Union is a remarkable example 
of what the administrative services of 
the governments can do when they are 
not hampered and their work confused 
by diplomatic officials and political 
considerations. “Keep politics out of 
business” is a slogan as applicable to 
international as to internal affairs. 


Rapio 


Just as the conquest of the air made 
international control of navigation a 


more immediate necessity, so the use of 
the radio brought out more vividly 
than ever before the interdependence 
of nations. Especially is this true on 
the European Continent, where state 
boundaries are comparatively close. 
The ether waves which carry radio 
messages laugh at national legislators 
and cannot be controlled from Berlin or 
Paris or Washington; they are delicate 
and self-willed servants of the winged- 
heeled Mercury. Sending stations 
must be accommodated to their whims; 
they will not accommodate themselves 
to any principle of national sovereignty. 
If a sending station in Berne is dupli- 
cated by another in Milan using the 
same wave length, there will result a 
confusion and a disturbance of the 
wave length which will render both 
stations useless. 

For this reason, and because their 
number available for service is limited, 
if the ether waves are to be used at all, 
they must be used under international 
regulation, whatever political theorists 
or isolationist statesmen may think. 
The radio also compels inter-conti- 
nental as well as continental codpera- 
tion. Not only is there the increasing 
necessity for the allocation of short 
wave lengths, notably among compet- 
ing stations on the same continent 
sending messages to other continents, 
but also there would be little advantage 
in sending a message from a station in 
New Jersey if the sender were not sure 
that it would be received by a British, 
a French, or a Chinese station at the 
other end, and that it would be for- 
warded under reasonable conditions to 
itsdestination. A poet might be willing 
to send an idea out into the air and be 
satisfied if he found it again in the heart 
of a friend, but a business man wanting 
to sell cotton in Manchester or buy 
rubber shares on the London Stock 
Exchange is a little more definite both as 
to time of delivery and as to recipient. 


@@e@asas aut 


ta 
th 
Ww 
ol 
ot 
cc 
cc 
st 
tr 
ok 
ta 
la 
in 
we 
qu 
mi 
of 
be 
th 
se 
m 
ta 
all 
ca 
fer 
co! 
for 
on 
po 
ou 
4 Le 
aa 19 
by 
by 


CoNTROL OF INTERNATIONAL TRANSPORTATION AND COMMUNICATION $1 


We are all aware of the important 
part that radio transmission plays in 
the safety of ships at sea, the inter- 
national territory par excellence. If 
vessels of different countries were not so 
equipped as to be able to send and re- 
ceive messages of distress, an impor- 
tant means of assuring the safety of 
those who go down to the great waters 
would be unavailable. The age-old 
obligation of a seaman to succor an- 
other seaman in distress implies the 
common use of this new agency and its 
common regulation by all the sea-faring 
states. 

The necessities of the situation have 
triumphed over legal and national 
obstructions, and the International 
Radio Convention now in force has 
taken a long step towards the regu- 
lation of this great world public utility 
in the interests of the people of the 

LEAGUE OF NATIONS 

The League of Nations added a 
quickening force to the already wide 
movement for international regulation 
of ways of communication. The mem- 
bers of the League bind themselves by 
the Covenant to “‘make provision to 
secure and maintain freedom of com- 
munications and of transit and equi- 
table treatment for the commerce of 
all Members of the League.” 

An organization has been set up to 
carry out this purpose without inter- 
ference with the many international 
conventions already in force. Every 
four years there assembles a conference 
on communications and transit, com- 
posed of representatives from nations 
outside as well as those within the 
League. At the last conference, in 
1927, the United States was represented 
by the American Minister at Berne and 
by three experts: the Counsel of the 
Shipping Board, the Chief of the Trans- 
port Division of the Department of 


Commerce, and the Assistant Director 
of the Bureau of Inquiry of the Inter- 
state Commerce Commission. 

The conference deals with all ques- 
tions involving international communi- 
cations; it has prepared general treaties 
on international waterways and on 
railways, and an international treaty 
establishing freedom of communication 
and equal treatment on the ways of 
communication for the citizens of all the 
contracting states. It has delved also 
into intricate details of international 
shipping documents, of ports, and of 
other technical matters, such as the 
transit of electric power between 
countries, and questions brought up by 
governments or through the experience 
of the League organization which need 
solution to smooth the path of inter- 
national business. 

In addition to the conferences which 
may make recommendations to the 
governments, the Transport and Com- 
munications Section of the Secretariat 
is constantly studying the questions 
raised at a conference or brought to its 
attention by governments or railway 
administrators or organizations of ship- 
pers, and is constantly watching the 
operation of the treaties already in 
force. 

Between the permanent Secretariat 
and the conference stands an advisory 
committee of technical experts ap- 
pointed by countries elected for the 
purpose by the general conference or 
countries permanently represented on 
the Council of the League. ‘This com- 
mittee has as advisers, technical repre- 
sentatives of international organiza- 
tions whose work is concerned with 
ways of communication, such as the 
river commissions, the railway unions, 
and the International Chamber of 
Commerce. The voice of the business 
man and of the expert is heard in the 
midst of the committee and of the 
general conference, so that as far as pos- 


of 
lly 
ce 
on 
ite 
lio 
or 
+ 
te 
d- 
ns 
es 
y- 
li- 
he 
a 
ir 
d, 
ll, 
ts 
a 
ig 
rt 5 
it 
S, 
af 
n 
— 
1, 
e 
oO 
g 
4 
a 
g 
k 


munication rests in the hands of techni- 
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sible, the settlement of problems of 
£ = control of ways of com- 


‘the influence of eer representatives 
governments, who are likely to see 
the needs of the business man and the 
= operator through a haze 
_ of politics and conflicting interests in 
the whole wide field of international 
COMMUNICATIONS 
CEMENT PEACE 
In a recent address in Kyoto, Pro- 
_ fessor Toynbee said that the great 
~ conflict of interest in the world today is 
that between international business 
and the spirit of nationalism entrenched 
in the governments of the sovereign 
states. This is no new phenomenon, 
the strength of international busi- 
: ness as against nationalism in the nar- 
he Van sense is growing rapidly and is 
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perforce bending that nationalism to 
meet its necessities. 

The organizations discussed in this 
paper are tendencies which have grown 
up to adjust the machinery of sovereign 
states to international business and 
social intercommunication. All but 
one date from the 1870’s. Their num- 
ber has rapidly increased in recent 
decades. Furthermore, the willingness 
of governments to confide power to 
international organs has been increas- 
ing steadily. 

In this paper, only a sketch has been 
given of strands in the vast network of 
agreements which lay down the rules 
for carrying on international communi- 
cations, and upon which must be based 
hope for the growth of that spirit of 
community among the peoples of the 
world, expressed through their govern- 
ments or through their private organi- 
zations, which will help to form the 
international mind and cement peace 
among the nations. 
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N examining the possible effects on 

foreign relations of efforts to expand 
a merchant marine, a distinction should 
be drawn between the consequences 
that necessarily come from the mere 
fact of expansion and those that come 
from the particular methods which may 
be employed to aid that expansion. 
First, let us consider the extent to 
which contemporary growth of mer- 
chant marines, as growth, may be 
harmful to world peace.' 


ForMER View oF MERCHANT MARINE 
EXPANSION 


There have been periods in the 
world’s history when an expansion of 
a nation’s merchant marine such as 
America is now attempting would al- 
most inevitably have had grave inter- 
national consequences. Not much 
more than a century ago, the growth of 
the American merchant marine of that 
day was a source of displeasure to 
Great Britain, and the friction growing 
out of this development was a leading 
cause of the War of 1812. I do not 
profess to know what were the real 
causes of the late World War, but 
among the contributing factors we 
should probably list the industrial and 
commercial rivalry of Germany and 
Great Britain. No doubt the compe- 
tition, actual and prospective, of the 
merchant marines of the two countries 
formed a part of that situatjon. 

At the present time, fortunately, we 
need not think of merchant marine 
rivalry in terms of actual war. Much 


* Owing to my greater familiarity with the 
American situation, all that I shall have to say 
in this discussion will have special reference to 
the American merchant marine. 
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has been changed in the world since 
1812. As for the late war, whatever 
weight different observers may attach 
to the prewar commercial rivalry of Ger- 
many and Great Britain, I take it that 
the main struggle between those coun- 
tries was for colonies and trade, for 
markets and for raw materials, and 
that ships, while useful in expanding 
trade, were not in themselves a major 
bone of contention. In any event, loss 
of the war has not stood in the way of 
Germany’s prompt return to high rank 
on the seas. 

Although at this date no nation in 
the world would consider going to war 
in an effort to keep an American mer- 
chant marine off the seas, it would be 
too much to expect those countries 
which have been carrying our trade and 
that of the world to really welcome the 
growth of American competition. 

The chief nation which must be ad- 
versely affected by the program of the 
United Statesis, of course, Great Britain. 
For three centuries, England has been 
dominant on the seas. For many dec- 
ades, she has carried more than half of 
all the world’s sea-borne commerce. 
The shipyards of the United Kingdom 
have built and are today building more 
vessels than all the rest of the world 
put together. 

In contrast with the record of Great 
Britain, American-flag merchant vessels, 
in the ten years preceding 1914, carried 
an average of only ten per cent of 
America’s foreign commerce, and, of 
course, little if any commerce other 
than our own. American shipyards of 


the prewar period were built and 
equipped primarily to meet naval re- 
and, for years 
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1914, had iia in no merchant ship 


building of consequence. They were 
practically limited to coastal vessels 
and small miscellaneous craft. 


EXTENSION OF AMERICAN SHIPPING 


e The great fleet of vessels built by the 
United States during the war was more 
or less of a historical accident; but 
during and since the war a national! sen- 
timent has crystallized which is con- 
sciously striving to build up a rea! mer- 
chant marine. With the coming of 
peace, the war-built vessels were 
promptly put into merchant service and 
for ten years have been operated, first 
by the Government and then largely 
by private companies. For some years 
now, American ships have been carry- 
ing, not one tenth, but about one third 
of America’s foreign commerce. 

It is the plan, moreover, not only to 
hold this gain, but to go further. The 
preamble of the Merchant Marine Act, 
1920, declares 


that it is necessary for the national defense 
and for the proper growth of its foreign and 
domestic commerce that the United States 
shall have a merchant marine of the best 
equipped and most suitable types of vessels 
sufficient to carry the greater portion of its 
commerce and serve as a naval or military 
auxiliary in time of war or national emer- 
gency .. . and it is hereby declared to be 
the policy of the United States to do what- 
ever may be necessary to develop and en- 
courage the maintenance of such a merchant 
marine. 


Eight years later, in the Jones-White 
Act, Congress evolved a practical plan 
for the encouragement of American 
shipbuilding and ship operation which 
has already led to plans for the building 
of more than sixty vessels and has 
placed the United States in shipbuilding 
practically on a parity with Germany, 
which is second only to Great Britain. 

To return to the question which is 


petition on this scale must give rise to a 
certain amount of hardship in Great 
Britain and make more difficult the 
reéstablishment of British industry on 
a satisfactory footing. It means less 
employment in British shipyards and 
less traffic for British ships. To a 
lesser extent, other countries also are 
affected. 

Such hardships are, however, in no 
essential way different from those that 
attend international competition in any 
industry. The growth in the United 
States of a textile industry, our devel- 
opment of a steel industry, our expan- 
sion of the automobile industry and the 


‘motion picture industry, our increased 


trade with South America, Africa, and 
the Orient, our development of inter- 
national banking institutions, our at- 
tainment of financial independence for 
our railways, which were at one time 
largely financed abroad—all these de- 
velopments have at this juncture an 
adverse effect upon Britain’s employ- 
ment problem, her business profits, 
and her national income, which may 
well be compared with that caused by 
the growth of our shipping. 

It should be noted, moreover, that 
there is no likelihood that the develop- 
ment of an American merchant marine 
will at any near time blot out or reduce 
in a radical way the merchant marine 
of any other maritime country. At 
present, it costs materially more to 
build a ship in the United States than 
abroad, and materially more to operate 
it under the American than under a 
foreign flag, in the case of most trades. 
There can be practically no expansion 
of American shipping outside of the 
protected trades except by the aid of 
substantial Government support. To 
carry out the mail contract program 
already authorized will require Govern- 
ment expenditures of thirty million 
dollars a year. Under these circum- 
stances, which must necessarily persist 
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for some time, it is not likely that 
Congress will carry its support of ship- 
ping much beyond its original plan, 
a which contemplated a division of 


oe service between American and foreign 
d vessels. That would leave about half 
a of our own commerce and practically all 
a of the commerce between foreign na- 

tions available for other merchant 


marines. 


t 

y so INTERNATIONAL TRADE RIVALRY 

1 4 It may be argued by some that it is 
2 not so much the loss of a few ship- 
i building contracts and certain freight 
4 revenues which will disturb our British 
1 friends, but that they will fear that the 
1 establishment of American trade routes 
to South America, the Orient, Russia, 
. and elsewhere will further American 
J penetration of these markets. That, 
P however, is not so much a rivalry in 


; merchant marines as in trade. If in- 
; ternational rivalry in salesmanship is 
' necessarily harmful, then the building 
, of rival merchant marines must be 


harmful, because they intensify that 
competition. On the other hand, if 
the establishment of parity in interna- 
tional competition for markets is a 
helpful thing, then the building of rival 
merchant marines, each to secure the 
best possible service from their respec- 
tive countries, is likely to prove bene- 
ficial. 

My own feeling is that rivalry in 
merchant marines on that basis which 
seeks primarily for a fair participation 
in the carrying trade from and to the 
country involved, is a force making for 
better mutual understanding and bet- 
ter international relations. In the 
case of our own country, it means the 
establishment of contacts abroad which 
bring us closer to the thought and the 
problems of other peoples. To make a 
success of trade and transportation 
with another country, it is necessary to 
get along with the business interests 


in that country, and also to come to 
some sort of working understanding 
with competing transportation com- 
panies. 

To illustrate the first point, it may be 
noted that our American shipping com- 
panies have established great chains of 
offices within foreign countries. They 
have had to employ representatives 
who understand and have the sym- 
pathy and friendship of importers and 
exporters abroad. If cargoes are se- 
cured only in the home country and the 
vessels come back in ballast, operation 
is highly uneconomical. The success- 
ful steamship company must secure as 
large a share as possible of the cargoes 
originating in the foreign country. 
The steamship or motorship owner 
may and should be a good American, 
but he must also be international in his 
outlook. 


SurpPpinc RELATIONS ARE PEACEFUL 


As regards relations with competing 
foreign steamship lines, these, as in the 
case of all competition, are checkered. 
At times there are rate wars and battles 
for elimination. But on the whole, the 
relations between steamship companies 
of different nationalities are peaceful. 
Warfare is too expensive. To an ever 
greater extent, services rendered and 
rates charged are subject to conference 
agreements. These agreements are 
recognized under our law, when ap- 
proved by the Shipping Board, and are 
in fact approved in great numbers. 
They are, it is true, loose and changing. 
Periods of agreement are followed by 
periods of disagreement. But the 
strife is usually entered into with a 
view to compelling agreement on some 
desired point, and the whole matter 
causes no more friction than is normal 
in business. 

So far, no serious foreign complica- 
tions have been encountered by the _ 
United States i in its efforts to re-create 
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a merchant marine. In the early days 
when the Shipping Board was striving 
to establish what eventually became 
thirty-eight permanent services link- 
ing the United States with all quarters 
of the globe, its efforts were met with 
a great deal of criticism at home and 
skepticism abroad. It was believed 
that much of the opposition at home 
was inspired by the manifold business 
interests in this country which had con- 
nections with foreign-flag shipping. 
It was difficult to get patronage for 
American ships because of a feeling 
that the lines were temporary, and 
because of a disinclination to incur 
the disfavor of the well-established 
foreign lines. There was also a dis- 
position in many quarters for the es- 
tablished foreign lines to resist the 
entry of the United States into the field. 

The brunt of that contest has, how- 
ever, now been passed. At home and 
abroad it is now believed that Ameri- 
cans are in ocean shipping to stay. 
The American lines are becoming more 
stabilized and there are fewer areas of 
disturbance. 

Naturally, there are various prob- 
lems that remain to be solved and there 
are various steps which the United 
States or foreign nations may or may 
not take which might cause more or 
less of a contest, mainly of a commer- 
cial sort, between them. I will men- 
tion as many of the possible sources of 
friction or disagreement as I can cal! to 
mind. This does not mean that al! 
action along any of these lines is to be 
shunned, for we cannot expect the path 
of progress to be absolutely smooth; 
but these are matters which may be- 
come international issues, and there- 
fore deserve attention. 


Dascrmunatine Duties 
IssuE 


Perhaps the most important issue 
which might affect international rela- 
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tions is that respecting discriminating 
duties. It will be remembered that in 
the days of the original glory of the 
American merchant marine, in the 
first quarter of the nineteenth century, 
the tonnage dues on a foreign vessel 
entering a port of the United States 
were much higher than those on an 
American vessel, and the tariff on goods 
brought in on a foreign vessel was 
higher than the tariff on goods brought 
in on an American vessel. This gave 
to American vessels an advantage in 
trading through their home ports 
which extended to the foreign trade a 
measure of that protection which has 
become absolute so far as the domestic 
trade is concerned. Other maritime 
nations practiced similar discrimina- 
tions during this period. 

In the course of time, however, the 
United States entered into reciprocity 
treaties with other nations, by which, 
first in the direct and then in the in- 
direct trade, these discriminations were 
mutually abandoned. This left the 
foreign trade open to competition and 
to the predominance of the strongest 
maritime nation, which proved to be 
Great Britain. Many students have held 
that the key to a restoration of America 
to a place in her foreign carrying trade 
lay in the reéstablishment of discrimi- 
nating duties. This has been urged 
particularly with reference to the in- 
direct trade. That is, permit Argen- 
tine and American vessels to trade 
between Buenos Aires and the United 
States on an even basis, but place on 
vessels of any other flag which engage in 
this trade a larger or smaller handicap. 

The Merchant Marine Act, 1920, 
contemplated the use of this plan and 
in the following language directed the 
President of the United States to pave 
the way. Section 34 of the Act 
declared: 

That in the judgment of Congress, articles 
or provisions in treaties or conventions to 
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which the United States is a party, which 
restrict the right of the United States to 
impose discriminating customs duties on 
imports entering the United States in for- 
eign vessels and in vessels of the United 
States, and which also restrict the right of 
the United States to impose discriminatory 
tonnage dues on foreign vessels and on ves- 
sels of the United States entering the United 
States should be terminated, and the Presi- 
dent is hereby authorized and directed 
within ninety days after this Act becomes 
law to give notice to the several Govern- 
ments, respectively, parties to such treaties 
or conventions, that so much thereof as im- 
poses any such restriction on the United 
States will terminate on the expiration of 
such periods as may be required for the 
giving of such notice by the provisions of 
such treaties or conventions. 


These instructions were not followed 
by Presidents Wilson and Harding, nor 
have they been carried into effect by 
the two Presidents who have suc- 
ceeded them. It has been held by the 
State Department that such a course 
would throw us back to where we were 
a century ago—that it would lead to 
retaliation wherever it would harm us 
most. Many shipping men also regard 
the policy with doubt. The matter is, 
however, still being urged, and in the 
present Congress a bill has been intro- 
duced which, although it is confined to 
laying added taxes on ships engaged in 
the indirect trade, is essentially based 
on the same line of thought. 


CoMPETITION IN HAVANA TRADE 


The continued advocacy of discrimi- 
nating duties in this country is in large 
part due to the efforts of the Cunard 
Line to establish itself in—or, as it is 
claimed here, to dislodge an American- 
flag line from—the service between 
New York and Havana. The Ward 
Line is one of the very few old Ameri- 
can-flag lines in the foreign trade. 
The profit in the Havana trade is sea- 


sonal. possibility of 
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a year-round service, as the Ward Line 
is required to do by its contract with 
the United States Government, de- 
pends, so it is claimed, upon its doing 
a heavy business during the winter 
months. In the transatlantic passen- 
ger trade, winter is the dull season. 
The winter before last, the Cunard 
Line sought to realize upon its super- 
fluous tonnage by temporarily placing 
the “Caronia” in the Havana service. 
Last winter the same course was fol- 
lowed with the “‘Mauretania.” The 
Cubans were naturally pleased at this 
attention paid to them; but the Ward 
Line regards this practice as an at- 
tempt to invade what is for the Cunard 
Line an indirect trade but for the Ward 
Line a direct one, and by these seasonal 
activities to undermine and perhaps 
drive from the field an established 
American line. 

The United States Government has 
been sympathetic with the plight of the 
Ward Line, the more so in that the 
company is building two large vessels 
for the American merchant marine. 
The first winter the Shipping Board 
placed a transatlantic liner in the 
Cuban service in competition with the 
Cunard Line, and this year the Post 
Office Department authorized extra 
runs with mail contract pay to the 
Ward Line. This incident is almost 
the only one where real international 
friction has developed having a bearing 
on our merchant marine. 


SEVERAL Minor DIFFERENCES 


Another matter which almost falls 
in the field of foreign relations is the 
proposal to extend the coastwise laws 
of the United States to include the 
Philippine Islands. By Section 21 of 
the Merchant Marine Act, 1920, such 
extension was to take place on Febru- 
ary 1, 1922, provided that, if adequate 
shipping service was not established by 
that under the American the: 
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President should extend the period dur- 
ing which the coastwise laws were not 
to apply. The Shipping Board has 
repeatedly gone on record to the effect 
that American vessels are in a position 
to give adequate service, but no Presi- 
dent has seen fit to proclaim the exten- 
sion. The Philippine representatives 
in Washington have protested such 
extension and the State Department 
has also taken a strong position in 
opposition. 

Passing on rapidly to other issues, 
from time to time it has been urged 
that American vessels using the Pan- 
ama Canal be given, directly or in- 
directly, some preference as regards 
tolls. In deference to the spirit as well 
as the letter of our treaty with Great 
Britain, this has not been done. 

Rivalry of ports rather than of mer- 
chant marines is responsible for a 
situation in which commerce imported 
into Canada through Canadian ports 
has a tariff preference over that im- 
ported through ports of the United 
States. This has given rise to dissatis- 
faction in the United States, and to the 
proposal to make a parallel discrimina- 
tion here against American imports 
coming in through Canadian ports. 

The efforts of the American seamen 
to raise wages on the vessels of al! na- 
tions led to the inclusion in our Sea- 
men’s Act of provisions permitting the 
desertion of seamen from foreign ves- 
sels in American ports and giving them 
the right to claim certain wage pay- 
ments. Also, other requirements 
touching the personnel of foreign 
vessels have been incorporated in our 
laws. This line of legislation, both 


that in effect and new measures pro- 
posed, might be regarded as conflicting 
more or less with the jurisdiction of 
other governments over the same mat- 
ters. However, opposition to the Sea- 
men’s Act, much of which I should 
regard as unjustified, 


has probably 
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been quite as strong among American 
shipowners, especially in the early 
days, as among foreign shipowners. 

Conflicting national regulations 
touching the safety of ship construction 
and operation will give place to interna- 
tional standards in these respects if the 
treaty drawn up at the late Interna- 
tional Conference on Safety of Life 
at Sea is ratified. The ratification of 
this treaty is opposed by our seamen, 
who wish our Government to impose 
its own, and as they believe, higher 
standards. Unquestionably, however, 
world standards are in many respects 
advanced by the treaty, especially in 
ship construction. 

In view of the program of limitation 
and eventual reduction of naval arma- 
ments, the bearing of merchant vessels 
on naval strength should not be over- 
looked. I think it is safe to say, how- 
ever, of the merchant shipbuilding 
now in progress throughout the world, 
that nowhere is it viewed as a naval 
menace or as an irritant to world peace. 
One of the reasons for building up the 
American merchant marine is to aid in 
defense in case we should be at war, or 
to serve our commerce in case other 
nations should be at war. However, 
our merchant marine is so far below 
the parity accorded our naval vessels 
that no international issue could here 
be raised. 

There is one very real problem con- 
nected with the rivalry of merchant 
marines, but it is primarily an eco- 
nomic problem, and touches only indi- 
rectly the international field. That is 
the tendency of merchant marine 
rivalry to lead to overtonnage, duplica- 
tion of services, and perhaps excessive 
refinement of service. On the surface, 
our own country would appear to be 
the greatest offender in this matter, 
with our completion after the war of the 
ships begun during the emergency, and 
the large sums of money which we are 
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now appropriating with the require- 
ment to build new ships. However, 
all the chief maritime nations have 
largely rebuilt their merchant marines 
with vessels of more modern type since 
the war. Germany and other Euro- 
pean nations have been fully as active 
as the United States in the effort to win 
and to hold the leadership in the prized 
North Atlantic passenger service. 
Due partly to this, but also to other 
causes, shipping, the world over, is in a 
badly depressed condition and there 
are many danger signals ahead. 


INTERNATIONAL AGREEMENT WouLD 
SoLvE 


The logical solution for this, the 
ultimate problem of merchant marine 
competition, is agreement between the 
countries as to what services each shall 
maintain. One of the best illustrations 
of an attempt to attain this is the pool- 
ing arrangement in the New York-to- 
Antwerp-and-Rotterdam trade entered 
into between the United States Govern- 
ment and the Red Star Line, the Lloyd 
Royal Belge, and the Holland America 
Line. This agreement, reached after a 
protracted struggle, not only limits the 
number of sailings to be made by each 
party, but provides that all earnings 
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shall be divided on a prearranged hie 
regardless of the amount of traffic car- 
ried by the respective lines. By this 
agreement, the United States won for 
American vessels the right to a definite 
participation in a trade which had 
formerly been closed. At the same 
time, excessive service and competition 
was precluded. 

I trust that sometime international 
transportation at sea will in general be 
prorated by international understand- 
ing. This will not be agreed to abroad, 
however, until the United States has 
first demonstrated its ability to hold 
its own in competition. 

No one knows just what problems 
may arise in the future, but at the 
present time it would seem from this 
brief review of the possible sources of 
trouble that there need be no fear that 
merchant marine rivalry will create 
international issues of a serious nature. 
Such friction as from time to time has 
arisen has been neither deep-seated nor 
permanent. As for our own Govern- 
ment, while in some ways we have 
thrust ourselves into the arena of mer- 
chant marine competition, in other 
respects it would appear that we have 
fairly leaned becketen in our € effort to 
avoid offense. 
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ET me begin by telling you of an 
interesting experience in which 
we had a share. A concert’ program 
was broadcast recently from New York 
at 1:00 a. m. on Thursday. That con- 
cert was heard in San Francisco on 
Wednesday night, in Germany on Thurs- 
day afternoon, and in New Zealand on 
Friday night. Yet it was the same 
concert, and every one of these coun- 
tries heard it not a fraction of a second 
after it was put on the air in New York. 
The size of the world made the start- 
ling difference in the dates. And it 
made a further difference. It was 
spring in New York when the concert 
began; a fraction of a second afterward 
it was heard at Buenos Ayres during the 
fall of the year. 


Score or Rapio 


_ These facts emphasize in a graphic 
way that radio broadcasting has be- 
come as wide as the world it covers— 
as wide as the physical world, whose 
boundaries the concert mentioned 
above explored in fairly thorough 
fashion, and as wide as the world of 
thought, whose boundaries are inex- 
plorable. 

It is the world of thought in which 
we are perhaps more interested today 
than in the physical world, or, to put it 
in an apposite way, we are interested 
most in the opportunities which the 
physical world gives us to enter through 
radio broadcasting into the world of 
thought. 

That is the function of international 
broadcasting. It is the gift that sci- 
ence and invention have given to the 
promotion of international amity. It 
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has been bestowed upon us while most 
of us have been unconscious that any 
attempt was being made in that direc- 
tion—while we have rested oblivious in 
the present-day acceptance of scientific 
progress as something to be taken for 
granted. 

While we have slept, so to speak, the 
“circumambient ether” of the classic 
writers, as still for centuries as it was in 
their time, has taken on a voice. That 
voice speaks to all the people of all the 
nations at the same time. Its accents 
speak the weighty opinions of states- 
men, or send forth the regular cadences 
of music or the friendly chatter of ama- 
teur radio experimenters and enthusi- 
asts, with a little of everything else 
sandwiched in during the intervals. 

Whatever is to be the future of this 
sudden new exchange between human 
beings, it is already a settled feature of 
human life. It is one of our fixed insti- 
tutions. It enters into nearly every 
home, in whatever spot on earth that 
home may be. It has its effect on 
every human mind. What this new 
institution is destined to do for hu- 
manity is a question that still awaits its 
answer. But this much is certain—it 
is the voice of humanity itself, and it 
will be wise in just the degree that hu- 
manity itself is wise. 


CHARACTER OF BROADCASTS 

This child of yesterday is disclosing 
a character that need not fear inspec- 
tion. Radio began its career with a 
child’s curiosity in itself. Its early 
experimenters were interested in it 
chiefly as a toy. They sought little 
beyond flinging these mysterious waves 
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as far as they could and learning how 
clearly they might be heard. Now, 
we begin to be very much concerned 
with just what kind of matter it is wise 
to entrust to these waves—and a highly 
critical public feels an even greater con- 
cern! 

Speaking for one of the agencies that 
have made a business of floating this 
ceaseless stream of intelligence into the 
ears of the world, I can testify that we 
are awed by the power that has been 
placed in our hands and are unitedly 
resolved to use it only for good. This 
resolve is no mere pious gesture. We 
are driven to the best use of this new 
human institution, for what we do is 
overheard by the entire world, and it is 
now a critical world. If we fall one 
jot below what this ever more exacting 
public expects of us, we are sure to be 
punished with failure, commercial and 
otherwise, certain and deserved. 

We never forget that here in America 
alone, we are listened to and watched 
by tens of millions of people. Some- 
where, some of them are constantly 
on the alert, every hour of the day and 
night. They keep us fully aware of 
that fact with the thousands of letters 
we receive. We cannot slip on the 
slightest trifle or fact, we can scarcely 
sound a flat note in music, but hun- 
dreds of these listeners let us know that 
they have noted the slip. 


HisToRICAL SKETCH 


Every fact in the story of radio, brief 
as that story is, proves that we have 
risen to the public demand as fast as we 
could. The truth is that the whole in- 
stitution of radio and broadcasting 
has been brought into existence by-this 
public demand, this hunger of men to 
know and exchange ideas with each 
other. 

Much of the story you already know. 
Only a little more than fifty years ago, 
a group of Ww 
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amazed to find they had been exchang- 
ing signals through a broken wire sub- 
merged in water—and the Hertzian 
waves were discovered. Thirty-one 
years ago, Guglielmo Marconi ex- 
changed signals across the Atlantic. 
In other times this might have been 
left for years as a scientific curiosity; 
but immediately the world seized upon 
this discovery and insisted on putting 
it to practical use. The result was 
wireless telegraphy. In the hands of 
Jack Binns it saved the steamer “Re- 
public” from what would have been a 
disaster of the seas. It called rescuing 
vessels to the sinking “Titanic” and al- 
though that disaster was appalling, its 
toll of death and destruction was some- 
what lessened by the aid of the new 
voice of the air. 

That event was a turning point in the 
progress of radio. Eager experiment- 
ers jammed the air with a welter of 
voices. Up to the year 1912 any one 
with the necessary number of dimes to 
buy the parts could set up a sending 
station. But again the world stepped 
in and enforced order. In response to 
a sweeping public demand, an Interna- 
tional Convention, composed of all the 
leading nations, established a law to 
regulate the sending of wireless signals. 
It was a sort of Interstate Commerce 
Commission applied to radio, on a 
world scale. By will of the people, 
expressed through the channels of gov- 
ernment, radio was taken out of the 
experimental stage and set on its 
orderly way. 

Since Marconi, numbers of people 
have contributed to the perfecting of 
broadcasting, but to Lee De Forest 
must go everlasting credit for one great 
step ahead. With his three-element 
tube, constructed on the principle of 
making a vacuum tube generate radio 
frequency currents with control of 
those currents through another vacuum 
ireless 
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telegraphy stage and made it carry 
the human voice itself. Broadcasting 
may be said to have begun with that 
great stride ahead. 
Rapip ProGREss 

Broadcasting is now earnestly and 
sincerely dedicated to the cause of 
peace, yet it is only honest to look back 
and give credit to the progress it owes 
to the war. Beyond question, the 
stern necessities of conflict spurred the 
inventor to accomplish in five years the 
advancement that might otherwise 
have taken twenty-five. One of the 
factors that led to the first attempts in 
wireless telephony was the need of bat- 
tleships to keep in touch with each 
other through fog or any other impedi- 
ment. Those forced experiments have 
enriched the world with vast extensions 
to international commerce. 

It is a point of historical interest that 
President Wilson was the first states- 
man to make use of this new means of 
bridging space, with the special installa- 
tion on the “George Washington” that 
enabled him to talk with his aides on 
other ships. 

No sooner had the war ended than 
again the economic and mental hunger 
of the world seized on the new voice 
of the air and demanded that it be 
adapted to the needs of business and to 
purposes of entertainment. That de- 
mand alone can account for the refine- 
ments of the wireless telephone that 
have been added to the service in the 
dozen short years since the war. 

Such has been the growth of this new 
child of science in a comparatively 
short number of years, and yet we who 
assist its further progress still regard it 
as a child. Not one of us has the 
slightest doubt that the next few years 
will see even more rapid growth. 

In Philadelphia, during the track 
meet at the University of Pennsylvania, 
one of the men of the Columbia Sys- 
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tem appeared with what might almost 
be called a pocket sending station 
strapped to his back. To put it ex- 
actly, it was the size of a small suitcase. 
For an antenna he used a metal tube 
about the length of an umbrella han- 
dle. Before him he carried a “mike” 
which he presented to all and sundry, 
inviting them to broadcast. In his 
wanderings he even got into the hos- 
pital and asked a patient to tell how he 
felt. “It hurts,” said the patient, and 
his words went all over the United 
States. The waves from that knap- 
sack were picked up by receiving sets 
in the grandstands and from there re- 
broadcast all over the country. Who 
will deny the coming of the day when 
any man may have his own portable 
sending station? 

What you wish me to tell you, how- 
ever, is not the mechanical advances 
we are making in throwing sound on 
the air, but how we are using the air for 
the good of mankind. What are we 
doing for the economic enrichment of 
the world, and for the advancement of 


peace? 
THE Lonpon CONFERENCE 


Let me answer the question with 
facts. When the recent Disarmament 
Conference was held in London, you 
heard, thanks to the willing aid we re- 
ceived from the American Telephone 
and Telegraph Company, that memo- 
rable conclave opened by King George, 
with addresses by Prime Minister Mac- 
Donald, Secretary Stimson, Premier 
Tardieu, Foreign Minister Grandi, Mr. 
Wakatsuki of Japan, and other digni- 
taries. Although the difference in time 
forced the American audience to listen 
at six o'clock in the morning, millions 
did so and thousands have written to 
tell us of their thrill in participating in 
one of the trail-blazing steps toward 
concord in international relations. 

I have learned that King George has 
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in his study the original of a cartoon 
published at the time in a London 
paper. It pictures a sleepy American 
in his pajamas listening with a yawn to 
the royal address of welcome. The 
cartoonist has given to his picture the 
title, ““An Audience with the King.” 

We supplemented the broadcasting 
of the opening of this event with reports 
by Frederic William Wile, political 
analyst of the Columbia Broadcasting 
System, who at regular intervals gave a 
resumé of occurrences as they devel- 
oped. In addition we presented to 
the American and Canadian radio au- 
diences, members of the American dele- 
gation who spoke directly into the 
homes of the people on this side of the 
world. They included Secretary of 
State Stimson, Secretary of the Navy 
Adams, Hugh Gibson, Ambassador of 
Belgium, and members of the Confer- 
ence, Senators Robinson and Reed. 

It was also our great privilege to 
broadcast in connection with the Con- 
ference the comments, the analyses, 
and the observations of Prime Minister 
MacDonald, Lady Astor, Philip Snow- 
den, Chancellor of the Exchequer, 
Viscount Cecil, and the Bishop of Lon- 
don. 

The response of the press and the 
listeners-in to these notable broadcasts 
testified to their real value in promoting 
international accord and understand- 


ing. 
OpporTUNITY oF Rapio 


In carrying the London Conference 
through the air across the Atlantic, our 
great task was to bring it over without 
the loss of a syllable in spite of impedi- 
ments due to the weather. To do this, 
we had to employ two channels at the 
same instant. One channel had a 
wave-length of thirty meters, the other 
a length of three thousand meters. 
One channel was received in Maine, 
the other in New Jersey. You got the 


perfect result because engineers at these 
receiving ends kept constant check on 
which of these channels was giving the 
better service under the conditions. 
No effort was spared to give you every 
syllable of this historic endeavor to 
scale down the risks of war. 

The broadcasting agency cannot 
initiate great political movements; they 
belong in the province of government. 
But the broadcasting agency can ini- 
tiate movements for international un- 
derstanding by opening opportunities 
for ambassadors of foreign countries to 
explain their people to ours. The 
broadcaster can also render these am- 
bassadors incalculable aid by reporting 
them in the fullest manner, thus se- 
curing their maximum effect. Prob- 
ably never in the history of interna- 
tional relations has so eminent a galaxy 
of personages addressed the world 
within a brief span of time as we were 


able to put on the air during the Lon- 


don Conference. 

Radio is helping to tear down the 
secrecy that once surrounded interna- 
tional negotiations. It is helping to 
diffuse that determination for peace 
which must support the efforts of the 
statesmen if their measures are ever to 
abolish the risk of war. Our privilege 
and opportunity is to make full use of 
this agency for the spread of enlighten- 
ment and understanding. 

On the economic side I believe we 
can truly say that with constant ex- 
tensions of the radio we are locking 
the world together in the bonds of com- 
mercial relations—and business is quick 
to rebuke the disturbers of its peace. 


Rapio CoMMITTED TO PEACE 
Speaking officially for the company 
which I head, I affirm that we are 
wholeheartedly committed to a policy 
of fostering international good will. We 
are putting this policy into effect in 
all directions. We are now organizing 
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a perfected system of international ex- 
change of radio programs. One of the 
problems to which we are giving atten- 
tion is adjustment of the differences in 
time between continents. 

We throw our resources open to the 
convenience of men whom it is impor- 
tant to hear. Thus, The New York 
Times was able to say in high editorial 
good humor the other day: 


Nothing like the radio for enabling a 
public man to keep his engagements! 
Secretary Stimson had expected to be 
present in person at The Associated Press 
luncheon yesterday, but was delayed in 
London. Yet he was able to make his 
speech just the same. In fact, through 
its clear reproduction here, it is probable 
that he was better heard than if he had been 
actually in the room without an amplifier 
to éarry his recognizable voice to al! parts of 
it. It was one more proof of the way in 
which radio goes on annihilating both space 
and time. 


To that we may add the technical 
fact that Secretary Stimson’s American 
hearers heard his voice before it reached 
the ears of those who were with him in 
the London room where he spoke. ‘The 
ether waves brought it to America be- 
fore the sound waves sped from his 
lips to those who were near him in per- 
son. 

Broadcasting is perhaps the most 
powerful influence of the present on the 
mind of the world. If you would 
know what it is doing for the material 
advancement of mankind, ask your- 
selves what the world of commerce 
could do without it. If you would be 
sure as to what quality of entertain- 
ment we offer these millions who listen 
to every sound we utter, read the 
thousands of letters we receive. As for 


what we have accomplished for the 
cause of peace, you would be moved, I 
am sure, by the comments that poured 
in when we delivered to America Lord 
Cecil’s s tribute to the late Chief Justice 
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Taft and his services in behalf of world 
peace. 

I should like to speak, however, not 
only of what we have accomplished, 
but also of what we may be able to do. 
I can honestly say that the prospect 
humbles us. Within five years I be- 
lieve television will be perfected and 
in a few years beyond that it may be a 
commonplace in our commercial and 
social life. 

Before the advent of radio we were 
deaf to our fellow-beings on the other 
side of the globe; only yesterday we 
talked to Admiral Byrd though he was 
deep in the trackless snows of the far- 
thest spot on the earth. We still are 
blind to the man at a distance; to- 


morrow we shall see him. Interna- 
tional television will come. 
Emerson has written that “daylight 


is the best policeman.’’ With the eyes 
of the world focused every hour of the 
day on the actions and reading the very 
face of any important man, the chances 
are lessened that any individual or any 
tendency can arise to unsettle the 
economic interests of the world or the 
cause of peace. 
CONCLAVE oF N ATIONS 

One thought I should like to leave 
with you. We of the Columbia Broad- 
casting System are especially proud of 
what we call our Conclave of Nations— 
that is, our arrangements for presenting 
to the entire country the ambassadors 
and the ministers of foreign lands. 
They talk no politics. Instead, they 
describe such things as the music of 
their people, their tastes and habits, all 
in a vein of neighborly gossip. The 
whole purpose of it is to make the peo- 
ples of the world feel at home with each 
other as folks of one big family. That 
certainly is a contribution to under- 
standing, good feeling, and world peace. 

During the centuries, the betterment 


a international relationships has made 
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speed in proportion as the people them- 
selves have taken a share in it. In the 
beginning, international relations were 
in the hands of the statesmen and the 
diplomats. They were frankly cynical 
and there was no effort beyond selfish 
treaties of alliance for defense and of- 
fense. It was not until the conscious- 


ness of their peoples aroused itself that 


improvement was forced. ‘The states- 


heeded. Their international eth- 


ics developed in quality as the people 
demanded it. 

But again, the participation of the 
people was at first only through the 
pioneers of thought, who are always a 
minority. They taught others and 
through mass efforts development has 
been produced. Today we stand on 
the threshold of an era when all the 
common people of all nations will ac- 
tively consider the need for friendship 
between nations. 

International broadcasting offers the 
means to this end. With the common 
people of all nations brought into con- 
tact with living voices of all sorts and 


* conditions of men among their neigh- 


bors, they will know each other in the 
truest sense. 
One of the principal factors in build- 


_ ing up the international voice has been 


the work of amateur enthusiasts. It 
has always interested me exceedingly 
to find that hard-working men in our 
employ are as thrilled as you with this 
sudden new wonder of girdling the 
earth with sound. These men can 
hardly wait for the end of their working 
day to rush home and try new feats on 
their private transmission sets, or to 
compare notes with friends on the other 
side of the world. 

These friends may be persons they 
never have seen. ‘They may live in the 


Argentine, in Germany, Australia, Swe- 
den, or Timbuctoo. Wherever they 
are and whatever their nationality, 
they are to each other always Jack or 


Bill, Hans or Olaf. They may live 
thousands of miles apart, and yet they 
are as near in spirit as if they were 
brothers, and they always address each 
other as brothers. 

As these representatives of the com- 
mon people send their cheery greetings 
into the night and across the spaces to 
each other, there is no mistaking the 
fact that they are friends, and that 
radio has made them so. That spirit, 
I believe, is ultimately to be the spirit 


of humanity as a whole. I further _ 4 


believe that we who broadcast must 
rise to that spirit, or be driven back to 
the silences from which we came. 


Rapio Promotes Mutvuat UNDER- 
STANDING 


All people, of whatever nation, love 
song and laughter. Its language is 
universal. There is no difficulty in 
understanding it. The Frenchman 
may laugh with Harry Lauder and the 
German with Maurice Chevalier. And 
they have always understood each 
other’s music without the aid of an 
interpreter. 

This peculiarly close and intimate 
contact will bring home the realiza- 
tion that all men are friends and neigh- 
bors, thinking the same thoughts and 
liking the same things, one laugh- 
ing at the identical humor that excites 
another to mirth and catching the 
same note of pathos to which the other 
is sensitive. This realization will be 
permanently implanted in the hearts 
and minds of the people of all 
nations. 

This is the real and lasting contribu- 
tion that international broadcasting 
can make to world peace. The diplo- 
mat and the statesmen may enunciate 
the detail on which better political rela- 
tions may be brought about—but it 
will be the people who will decree the 
principle. It is surely not too fanciful 
to vision such as the 
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agency which can help most to bring not be deterred from doing our share in 
about this condition of affairs. It is translating into actuality our belief 
fact for many of us, and we consider that we can serve international under- 
ourselves hard- headed men. shall standing. 
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a Electrical Communication Services and 
International Relations 


By Coronet M. C. Rorty 
ut _ Vice President, International Telephone and Telegraph Corporation, New York City 


HE question of the control of 

international transportation and 
communication—whether by private 
corporations or by governmental agen- 
cies, and whether related to the regula- 
tion of rates and charges, or to the 
requirements of national defense, or to 
the furtherance of national political 
and economic objectives—is one that is 
peculiarly tangled and controversial. 
I shall, therefore, take to myself the 
simpler and perhaps, on the whole, 
more useful, task of outlining the uses 
and the purposes, the present position, 
and the probable future development 
of international electrical communi- 
cations. 

There is no question that interna- 
tional electrical communications are, 
and always will be, subject to some 
form or forms of public control. The 
important thing is that this control 
shall be exercised in the light of a proper 
appreciation of the special character- 
istics of such communications, and 
with due care to avoid unnecessary 
and hampering restrictions upon their 
natural economic development. 

In the days before the development 
of electrical communications, the lines 
of transportation which carried inter- 
national commerce also carried the 
mails that guided and directed such 
commerce. During this period, com- 
munications, as such, had no separate 
or special influence on international 
trade and political relations. These 
relations developed largely through 
transportation, and the corresponding 
communications followed step by step, 
but always in a subordinate position. 
However, in more recent years, with 


the rapid development of electrical 
communications by wire and radio, the 
communication services have ceased 
to be wholly subordinate factors in the 
development of international relations. 
The establishment of adequate com- 
munications between countries may 
take place independently of the estab- 
lishment of direct transportation fa- 
cilities; and a rapid and efficient com- 
munication service may be an active 
factor in the subsequent development 
of trade and transportation and, per- 
haps even more importantly, in the 
development of those friendly and 
wholesome understandings between na- 
tions which it is the aim of sound poli- 
tics to bring about. 


CoMPARISON OF Costs 


It is true, of course, that international 
communication services cannot be 
maintained on a self-sustaining basis 
many steps in advance of the associated 
development of trade and transporta- 
tion facilities. However, if we con- 
sider both communications and trans- 
portation from the standpoint of trade 
pioneering, it is in these days a simpler 
and less expensive procedure to take 
the first pioneer steps in the communi- 
cation rather than in the transporta- 
tion field. A small fraction of the 
subsidies that would maintain a pioneer 
transportation line will suffice to main- 
tain a pioneer communication service. 
This point is raised, not with the idea 
of suggesting subsidies for communi- 
cations, but simply to emphasize the 
difference in the relative cost of the two 
trade agencies. 

A direct comparison of the relative 
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costs of transportation and communi- 
cations may be made by considering 
the normal ratio between international 
ocean freights and the corresponding 
international cable and radio receipts. 
Using experience in the United States, 
it will be found, as a rough average, 
that international cable and radio re- 
ceipts will amount to about five to six 
per cent of the ocean freights to which 
such international communications are 
related. If ocean passenger receipts 
are added to ocean freight receipts, 
this ratio becomes approximately four 
per cent. To extend such crude com- 
parisons a step farther, each dollar of 
international ocean trade, i.e., of ex- 
ports and imports combined, represents 
from seven to eight cents in freights 
and about .4 to .5 cents in payments for 
international communication services. 

These ratios, of course, vary some- 
what with the nature of the trade and 
the distances involved. However, for 
all Latin America it is estimated that, 
on the average, from .30 to .35 cents is 
paid for international communications 
per dollar of foreign trade—almost the 
same figure as for the United States— 
and it is very probable that figures for 
other trade areas and routes, if avail- 
able, would reveal somewhat similar 
ratios. 

The communication services are, 
however, not only the agencies and the 
auxiliaries of international trade, but 
they may also become, in themselves, 
important elements in such trade, 
particularly in the field of international 
investments. This is especially true 
of the telephone service, which until 
very recently was primarily an agency 
of intra-national rather than interna- 
tional commerce. 

From the standpoint of the invest- 
ment required, the telephone service 
dwarfs all other services. In the 
United States, telephone service repre- 
sents an investment of approximately 
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four billion dollars, and the interior 
wire telegraphs, an investment of 
approximately $350,000,000. As com- 
pared with these services which are 
primarily intra-national, the interna- 
tional submarine cables and radio tele- 
phone and telegraph services related 
to the foreign trade of the United States 
involve an investment, specifically 
applicable to such trade, of perhaps 
$200,000,000; and, even of this total, 
it may be more appropriate to think of 
only one half as being allocated to the 
United States and the balance to the 
distant countries with which the com- 
munications are interchanged. 


UNITED STATES VERSUS ARGENTINA 


Similar figures for the other extreme 
of the hemisphere show roughly, in 
Argentina, an investment of $75,000,- 
000 in interior telephone service, 
$25,000,000 in interior telegraph serv- 
ice, and perhaps $16,000,000 in inter- 
national submarine and radio telephone 
and telegraph services. This latter 
figure, as in the case of the United 
States, should perhaps be divided by 
two to give the portion strictly belong- 
ing to Argentina. 

On a per capita basis, the figures are 
roughly: Interior telephone service, 
United States $33.00, Argentina $7.00; 
interior telegraph service, United States 
$3.00, Argentina $2.35; international 
services, United States and Argentina 
each about $.80. 

In connection with the preceding 
per capita figures, it is interesting to 
note that the differences between 
Argentina and the United States are 
more or less typical of the relative 
stages of economic development of the 
two countries. In the mileage of 
railroads and interior telegraphs, which 
are the initial agencies of economic 
progress, Argentina has a development 
relative to its population which is 
slightly greater than the corresponding 
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development in the United States— 
i.e., about 22.4 miles of railroad line 
and 192 miles of telegraph wire per 
10,000 population, as against corre- 
sponding figures of 21 and 170 for the 
United States. 

Furthermore, as has been pointed 
out, the investment required by Ar- 
gentina in international communication 
facilities is the same as for the United 
States, approximately $.80 per capita. 
This equality is due to the fact that 
Argentina, in spite of a lower general 
rate of economic activity, is in an earlier 
stage of economic development than 
the United States, with a relatively 
greater dependence on foreign trade 
and with an industrial development 
that still has most of its growth to 
come. 

As opposed to the preceding figures, 
the development of Argentina in im- 
proved highways, in the use of auto- 
mobiles, and in telephones—all of which 
naturally follow the railroad, the tele- 
graph, and the submarine cable as 
agencies of economic development—is 
distinctly inferior to that of the United 
States. Argentina, at the end of 1927, 
showed 2.27 automobiles and 2.12 
telephones per hundred inhabitants, 
as against 19.50 automobiles and 15.61 
telephones per hundred inhabitants in 
the United States. 

Conditions in Argentina with re- 
spect to communications are reasonably 
similar to those in Southern Brazil, 
Uruguay, and Chile, and in other por- 
tions of the South American continent 
that have the climate, the population, 
and the natural resources required for 
an intensive economic development— 
and the rough figures quoted are per- 
haps adequate, without further elab- 
oration, to give a general idea of the 
magnitude and the trend of the com- 
munication problems involved, not only 
in South America but in Latin America 


how 
Wor.Lp CoMPARISONS 

When we come to European and 
Oriental countries, lack of detailed 
data makes it impracticable to supply 
figures directly comparable with those 
previously given for the United States 
and Latin America. However, a very 
rough summary of transoceanic electri- 
cal communications for the world as 
a whole may be of interest. These 
figures on an annual basis are about as 
follows: 


Total ocean borne inter- 
national trade....... $25,000,000,000 
Total ocean freights. . . . 1,500,000,000 
Total revenues from eg 
transoceanic electrical 
communications. ... . 85,000,000 
Freights per dollar of 
.06 
Electrical communica- 
tions per dollar of pags 
Total investment in 
transoceanic electrical pe 
communications .... . $430,000,000 


Of the preceding total investment, 
the great bulk, or about $350,000,000, 
represents submarine cable systems, 
while about $75,000,000 is invested 
in radio telegraph and $5,000,000 in 
radio telephone systems. These fig- 
ures are, of course,. very rough indeed, 
but will serve, nevertheless, to give an 
approximate idea of the magnitudes 
involved. 

As against this rough total of $430,- 
000,000 for transoceanic electrical com- 
munication services, we have a grand 
total approaching $10,000,000,000 for 
all intra-national and international 
services. 

In connection with all these figures, 
there is one simple implication of the 
kind that is so obvious as to be over- 
looked in practically every discussion of 
communication problems. To use an 
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everyday comparison, freights are the 
gasoline of international trade and 
electrical communications are its spark 
plugs. And just as the shrewd owner 
of an automobile studies gasoline from 
the standpoint of economy—of miles 
per gallon—and spark plugs from the 
standpoint of sure fire effectiveness, 
so, in international trade, the primary 
consideration with respect to freights is 
cost, while with respect to communica- 
tions the first demand is speed and 
accuracy, while variations in cost, 
within reasonable limits, are of minor 
importance. 


TREND OF DEVELOPMENT 


With this much said as to the present 
economic background of international 
electrical communications, it wil! be of 
interest to consider the trend of de- 
velopment of these services, with par- 
ticular reference to the changes that are 
being brought about by technical 
discoveries. 

The original background for trans- 
oceanic electrical communications was 
supplied by submarine cable systems, 
operating in connection with telegraph 
land lines. These cable systems, since 
the laying of the first successful Atlan- 
tic cable in 1866, have grown steadily, 
until today they aggregate a total of 
350,000 nautical miles of cables. This 
mileage links into an interconnecting 
network practically every civilized 
and uncivilized continental country, 
and the vast majority of important 
outlying islands. 

Supplementing this submarine tele- 
graph service, there has developed, 
since 1907, a system of radio telegraph 
linkages substantially coextensive with 
the submarine cable linkages, and in 
many cases supplementing them 
through the establishment of connec- 
tions with isolated islands and con- 
tinental areas to which telegraphic 
service could not otherwise be furnished 


on a commercially practicable basis. 
In addition, the radio occupies its own 
special field for communication between 
ships at sea and from ship to shore. 
A very recent addition to the radio field 
has been that of service to and from 
airships and airplanes. 

This parallel development of radio 
telegraph and submarine telegraph 
facilities has been marked by successive 
and alternating advances in technique 
of such sort as sometimes to leave in 
doubt the natural fields that ultimately 
would be served by the two technical 
agencies. 

During recent years this uncertainty 
has, however, largely disappeared. 
Radio telegraph service has steadily 
improved in speed and reliability, but, 
on the other hand, even more remark- 
able advances have been made in cable 
construction. The most modern trans- 
atlantic cable, laid in 1928, while not 
yet worked at full speed, is designed 
for a message capacity from five to ten 
times that of the older “unloaded” 
cables. With this great increase in 
message carrying power, it is becoming 
clear that, over routes where adequate 
volumes of traffic exist, the submarine 
cable can compete on practically even 
terms, as to cost, with the radio, be- 
sides having certain definite advantages 
as to continuous reliability of per- 
formance. 

On the other hand, for limited vol- 
umes of traffic, or for pioneering opera- 
tions into isolated areas, the radio 
continues to have its peculiar ad- 
vantages. In addition, as illustrated 
by the recent great submarine earth- 
quake in the Atlantic, it serves an 
invaluable purpose in case of major 
interruptions of cable communications. 

Under joint operation of submarine 
cables and radio, the maximum ad- 
vantage can be taken of the special 
qualities of each service. Pioneer 
linkages may be established by radio, 
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and, as traffic develops, may be fol- 
lowed in due course by the establish- 


on ment of cable connections. Where the 
.. two instrumentalities are operated to- 


ld gether, the messages demanding maxi- 
mum speed and reliability will continue 
to be handled by cables, while the radio 
facilities will absorb the peak loads 
Jh and overflows of less urgent traffic, 
as to which a few minutes’ delay on ac- 
count of atmospheric disturbances may 
be unimportant. In addition, the radio 
will constitute a reserve at all times 
al against the possibility of major inter- 
ruptions of submarine cable service. 

y The constant trend of experience 
1. indicates that the electyjcal communi- 
y cation services are nat y comple- 
‘ mentary rather than competitive; and 
in the long run, any maintenance of a 
forced and unnatural competition can 


~ result only in denying to the inter- 
t national public those full improvements 
j in service and reductions in charges 
. which might otherwise result from a 
o unified technique and administration. 
Transoceanic TELEPHONE SERVICE 

“ What I have just said refers primarily 
. to transoceanic telegraphic communi- 
. cations, but it applies equally well to 
‘“ the newest and most spectacular of 
, developments in electrical communica- 


tions—the transoceanic telephone serv- 
ice. 

The first service of this type was 
established on a commercial basis 
between the United States and England 
on January 7, 1927 by the American 
| Telephone and Telegraph Company, 
in codperation with the British Post 
Office. The initial long wave radio 
circuit operating over this route has 
now been supplemented by three short 
wave radio circuits. In addition, sup- 
plemental connections have been estab- 
lished by means of submarine cables 
and land lines to include the greater 
of 


In connection with this pioneer trans- 
oceanic radio telephone link, the nat- 
ural relations between radio and sub- 
marine cables are brought especially 
clearly into evidence, since, with the 
development of the traffic from an 
average of less than ten messages per 
day in 1927 to an average of nearly 
fifty messages a day in 1929, the 
commercial practicability of a sub- 
marine telephone cable has been dem- 
onstrated. Such a cable has been 
designed and will be laid at a relatively 
early date. 

Since the successful inauguration of 
the initial service between the United 
States and England, rapid progress has 
been made in the establishment of 
transoceanic telephone service over 
other routes. Connections have been 
made from Europe to Buenos Aires 
and Rio de Janeiro by European radio 
companies operating in association 
with the Transradio Consortium in 
South America. In addition, the Inter- 
national Telephone and Telegraph 
Corporation has instituted two radio 
telephone links which are especially 
important by reason of the comprehen- 
sive land line connections with which 
they are associated. 

The first of these was established in 
October, 1929, between Madrid and 
Buenos Aires. This connects at the 
European end with the system of tele- 
phone land lines extending from Madrid 
to London and at the South American 
end with practically all telephones in 
Argentina, Chile, and Uruguay. 

The second of these radio telephone 
links, and the most important of all, 
from an American standpoint, is that 
opened for commercial service only on 
April third of this year by the Ameri- 
can Telephone and Telegraph Company 
and the International Telephone and 
Telegraph Corporation between New 
York and Buenos Aires. This latter 
linkage, by reason advan- 
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tages which exist with respect to north 
and south rather than east and west 
radio communications, and by reason 
also of the advantage taken of the 
very latest developments in the radio 
art, represents the last word to 
date in transoceanic telephony. In 
addition, this particular link operates 
with the advantage of having the radio 
stations and land lines at each end 
under unified technical control, with 
the result that a highly effective tele- 
phone service can now be furnished 
between practically all telephones inthe 
United States, Canada, Mexico, and 
Cuba, and all telephones in Argentina, 
Uruguay, and Chile. 

telephone service, as 
has been noted, is only a little more 
than three years old. The pioneer 
work has been done by radio; but recent 
advances in electrical technique have 
made it possible to utilize not only 
land wires but submarine cables for 
simultaneous telephone and telegraph 
transmission, and it is highly probable 
that a large portion of the submarine 
cables that are laid in the future will 
be eo for such simultaneous use. 


Future INpDICATIONS 
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These cables, when supplemented by 
the flexibility of interconnection that 
now exists between land lines, cables, 
and radio, should lead within a very 
few years to the establishment of a 
world telephone network practically as 
complete and extensive as the older 
telegraphic network. 

From a purely commercial stand- 
point, the international telegraph serv- 
ice, whether by submarine cable or by 
radio, will perhaps always continue to 
play the more important réle, but it is 
difficult to overestimate the value of the 
international telephone from the stand- 
point of those friendly and wholesome 
understandings between nations which, 
as has been Ria before, it is the aim 
of sound politics to bring about. For- 
eign observers have frequently spoken 
of the perfection of telephone service 
in the United States as one of the main 
contributing factors to political and 
social unity in this country. Differ- 
ences in language may introduce some 
difficulties in the way of the interna- 
tional telephone, but its potency should 
still be exceedingly great in brushing 
aside and smoothing out those differ- 
ences in point of view from which 
international misunderstandings grow. 
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ATIONS evolved from fragments 

of emotional political organisms, 

such as the people of the United States, 

are bound by the principles and the 

nature of their organic being. Subject 

to inherited characteristics, they re- 

spond usually to the explosive forces 
of their racial origins. 

Knowing the United States to be a 
mosaic formed from each fragment of 
the thirty-three feudal units which 
broke up into mutually hating states 
during the religious saturnalia known 
as the Thirty Years’ War; knowing 
that the most poisonous of these reli- 
gious warriors fled in droves from neigh- 
bors they despised to North America 
during this religious hurricane, from 
1618 to 1648; knowing that the fanati- 
cism and the self-interest promoted by 
these emotional volcanoes would follow 
the migrations hither, each puny despot 
who sprouted from the Treaty of West- 
phalia kept his eye on his departing 
subjects with feelings akin to those of 
the rival Carthaginians who hoped 
their colonists would perish if their 
expeditions proved unprofitable to the 
oligarchy which exiled them. It was 
a splendid bond of mutual forbearance 
that thus united us to the “mother 
country ” of our sadistic origins! 


ENGLAND’s INTEREST 


Yet, so self-approving grew this 
maternal hope for our well-being that it 
exploded into epic majesty when Pitt 
had himself carried into the House of 
Commons to denounce, with his last 
breath, the impudence of Lord North 
for presuming to rec 
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Colonies as a free and independent 
Republic. Beaten, yet remembering 
the religious fervor which animated 
Tory loyalists amongst us—whose 
descendants would, in time, repatriate 
America—the dying statesman gave 
utterance to this recipe for our recap- 
ture: se 


Be to their faults alittle blind— 
Be to their virtues very kind— 
But clamp your padlock on their mind, 
And thus you will subdue them. 


How well this worked during the 
world war is too well known to require 
extended amplification. We became 
voleanic. So sure of our return to the 
“‘mother country”’ were the statesmen 
of Great Britain that the Premier of 
England wrote Lord Redding at Wash- 
ington that “Colonel House can better 
be spared in Washington than in 
London” when Britain was planning 
to fill up its decimated ranks with our 
young American soldiers in order to 
avoid drafting Englishmen for such 
defensive purposes! He depended on 
Colonel House, the personal adviser of 
our President, to help him transform 
this free Republic into a source of 
cannon fodder for “‘the mother coun- 
try”! So perfectly repatriated did he 
esteem this eminent American citizen 
that he could not think of him otherwise 
than as a useful subject who could ‘no 
longer be “spared” from the ranks of 
other Americans in London who had 
grown “more royal than the King” 
who was fighting to make the whole 
world “safe for democracy 

After the United States had involved 
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itself in a debt of over fifty billion 
dollars in saving England from the fate 
of Carthage, and before Woodrow Wil- 
son had recovered from the surprise 
element in the Treaty of Versailles, 
we find Lloyd-George writing to our 
President to cancel Great Britain’s 
debt to the people of the United 
States, in which letter he threatened— 
if we failed to do so—that 


it would not fail to estrange and eventually 
embitter the relations between the American 
and British peoples, with calamitous results 


to the future of the world. . . . I would 
like to make it plain that... Great 
Britain . . . cannot bind itself by any 


arrangement which would prejudice the 
working of any inter-allied arrangement 
which may be reached in the future. 


He doubtless had in mind the naval 
victory Britain would gain at the 
Washington Disarmament Conference 
and the inter-allied financial victory 
to be achieved through the Bank for 
International Settlements which he 
would not “prejudice” in its war upon 
our financial resources after the debt 
was canceled! 

To sober and enlightened minds it 
would seem that such a threat by any 
nation, or by the whole body of our 
European debtors, would inflame the 
patriotism and inspire the dignity of 
American bankers to resent such an 
abuse of our philanthropy and patience. 
For it is as plain as language can make 
it that the United States is threatened 
by war, in this letter, if our Government 
does not remit the debt due from 
England to the American people! 

Yet, in the face of this threat, we 
have been engaged in a plan of reduc- 
ing our navy to the helpless condition 
which would make it impotent to de- 
fend this Nation in the event of Great 
Britain ever following up its threat with 
a joint naval invasion of debtor na- 
tions against the American creditors of 


Europe. And we discover Mr. Thomas 
W. Lamont rushing to our defense 
with an expression of resistless logic: 
“Let us remit the European debts! 
Unless we do so Europe cannot buy the 
surplus of our United States’ farmers 
for the next sixty-two years!’ Strangely 
enough, this echo of the advice given 
Washington by the Tory parson 
Gordon after Clinton had evacuated 
Philadelphia, the advice of Mr. Lamont 
is only what might be expected from 
one so definitely wedded to interna- 
tional finance. 

I shall not dwell upon the effect of 
such advice upon such peaceful races 
as the Chinese, except to say that China 
had been at peace for ages until the 
interference of the “‘consortium” of 
international bankers who visited and 
proposed to stabilize China. Nor do 
I intend to refer analytically to the 
effect of this activity upon the British 
except to say that the cool heads of the 
Britishers were startled by the boldness 
of this undertaking and pursued their 
American creditors until they forced 
them to take their notes in order to 
avoid further complicating situations. 

Remembering the Royalist Gordon, 
whose advice to Washington made the 
Father of his Country determined to 
exterminate British influence in Amer- 
ica, these polite British debtors were 
utterly dismayed on reading this 
Lamont threat against the harmonious 
codperation among members of the 
British Empire. On our part we can 
remember the strange behavior of our 
own Charles Lee who, when a prisoner 
of Howe, gave Howe the Chesapeake 
plans for conquering Washington,which 
Clinton used to bring Cornwallis into 
Yorktown where Washington could 
capture him and secure the independ- 
ence of this country. Even the people 
we fear and suspect do sometimes per- 
form signal services to their country- 
men. ‘ 


SETTLEMENTS 


The Bank for International Settle- 
ments, known as the Young Plan for the 
Allies to sell German reparation bonds 
to Americans and get immediate cash 
for their claims against Germany, while 
allowing the Americans to wait fifty- 
nine years for repayment of their 
advances, is another thing which the 
international bankers favor. 

The immediate result of their eulogy 
of this new device for adding another 
burden of nine billion dollars on the 


savings and the earnings of the Ameri- 


can people was to cause trust officers 
in our financial centers to ask questions 
respecting the legality of the repara- 
tion bonds which this new bank may 
substitute for the good securities held 
in trust for the benefit of widows 
and orphans by our trust companies 
throughout the United States. 

I have pointed out the more serious 
aspect of this Bank’s trusteeship for the 
allied creditors of Germany in several 
addresses made recently in and out of 
the House of Representatives. In 
my analysis of the activities proposed 
by the Bank for International Settle- 
ments, it is evident not only that trust 
funds are likely to be diverted but also 
that the depositor’s money in national 
banks, which finds its way into the 
Federal Reserve system for the benefit 
of our commercial institutions, is 
equally threatened by practices already 
initiated of transferring gold from the 
Federal Reserve to the central banks 
of European nations that expect to sell 
us German reparation bonds in cancel- 
lation of the debt they already owe for 
the gold confided to them in expecta- 
tion of such reparation bonds being 
delivered by the Bank for Interna- 
tional Settlements. 

This means that if Germany should 
default in its payments to a private 
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bank in Switzerland on any of the 


THE Bank For INTERNATIONAL _ reparation bonds it delivered to the 


Allies in payment of its debt to them, 
the people holding the bonds have 
recourse to no one but the Bank while 
the Bank itself has no recourse against 
Germany, since it has already dis- 
charged its debt to the Allies; and the 
Allies, in their turn, have discharged 
their debt to the United States with 
the cash received from the sale of the 
bonds to the American people by this 
Bank for International Settlements! 

It is a three-card-monte game. The 
principal beneficiary of the three- 
cornered game will be the banking 
house of Morgan and Company. And, 
by the invention of this Young Bank 
for International Settlements, it does 
seem that Lloyd-George and Morgan 
and Company will have succeeded in 
cancelling the debt Europe owes us by 
substituting reparation bonds that the 
League of Nations Court may hold to 
be void ab initio and not a just charge 
against the German people who re- 
placed the Kaiser in the armistice, on 
which is based the Treaty of Peace 
between the Allies and its former en- 
emy, the Imperial German Govern- 
ment. Since there is abundant evi- 
dence to prove to the Court that the 
Allies had no quarrel with the“ innocent 
German people,” the international rule 
of law—that past considerations do not 
constitute legal grounds for future 
promises to pay the debt of a third 
person—will be recognized by the 
Court as sound when this court, by its 
decision, gets rid of all the debts 
Europe owes to the American people. 

In other words, we buy the illegal 
reparation bonds from the bank, which 
is responsible to no government on 
earth, and we can keep them! The 
gold we pay the Bank, the Bank gives 
to the Allies and the Allies hand back 
to us in full payment of the billions 
they owe us at present! And, we still 
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keep the bonds by which the Bank 
discharges every debt that Europe 
owes infatuated Americans! 


Artrrupe or Our GovERNMENT 
‘The laws of war make a government 


responsible to its people for losses sus- 
tained by enemy depredations whether 
covered or uncovered in the treaty of 
settlement; but the United States 
Government, aware of the doubt re- 
specting the legality of these reparation 
bonds, pretends to take no official part 
in bringing the bonds into existence 
while unofficially allowing the house of 
Morgan and Company to act as fiscal 
agent for its Federal Reserve trans- 
actions with European bankers. Aside 
from the close diplomatic relations 
with the Washington Administration, 
the whole conduct of the Government 
concerning these debt settlements can 
equitably be held as a fraudulent con- 
cealment of the United States Govern- 
ment from its own citizens who must, 
in consequence, look to their own 
Government for a redress of grievances 
when the Court decrees these repara- 
tion bonds illegal. 

Furthermore, the very decision which 
clothes our Government in fraud 
respecting its own citizens puts our 
Government out of a Court of Inter- 
national Justice if it should attempt to 
get a judgment against Germany or the 
Allies, on the equitable principle which 
denies relief to a litigant which goes 
to Court against its co-conspirators. 
Such a decision, perfectly sound in 
morals and sanctified by universal 
practice, is not difficult to imagine as 
coming from a Court made up entirely 
by the nationals of debtor states who 
have paid us with our own money freely 
handed over to them. 

Thus, all Europe, in that decision, 
will be arrayed against us; and the 
only recourse left to us is to go to war 
again after our military and naval 


strength has been annihilated by our 
own Government at the behest of its 
enemies! 

It sounds incomprehensible. But 
ask any country lawyer if the 
principles here enunciated are not 
universally recognized, even in domes- 
tic tribunals where the strictly legal 
responsibilities are less binding than 
the moral sanctions which sustain the 
relations between sovereign states in 
international society. Here the solemn 
force of national good faith enters into 
the controversy; and if perfidy shows 
its head in any court of international 
justice, the nation or nations which 
seek to take advantage of the perfidy 
will not only lose their cause but be 
denounced as outlawed from civilized 
society. 

It is on this question of good faith 
that the enormities inflicted in the 
Treaty of Versailles have their origin; 
and this Bank for International Settle- 
ments, with all its bonds for German 
reparations, grows out of the ultra vires 
sections of that Treaty and the author- 
ity of the Secretariat of the League of 
Nations. 

Postponing for the moment the 
question of an ultra vires excess of 
avarice amounting to perfidy, rather 
than a strategical inducement allow- 
able in actual warfare, let us ask what 
will be the position of our Government 
in any future action it might decide 
to take before the League of Nations 
Court for the collection of the purchase 
price of these reparation bonds, in the 
event of their repudiation or cancella- 
tion? 

Manifestly, our Government will 
have no standing at court: first, because 
the Administration has waived the 
Senate reservation giving our Govern- 
ment a voice in matters it “claims to 
have”’ an interest in and founding this 
right entirely on the League’s limita- 
tion to “‘matters in which the United 
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States has an interest’’; second, be- 
cause our Government is estopped from 
asserting an interest in the bond can- 
cellation or repudiation by the conduct 
of the Government, through the State 
Department, declaring that the Gov- 
ernment has and had no official interest 
in the development of the Bank, its 
officers, its fiduciary relations to Ger- 
many and the Allies, or the commercial- 
ization of German reparation bonds 
which forms the subject of the contro- 
versy. 

In neither event can the United 
States sit idle and see a fraud com- 
mitted on its citizens without official 
protest and, later, ask a Court to 
remedy its negligence by setting aside 
contractual settlements in which it 
disclaimed an interest. Error qui non 
resistitur, approbatur—an error not 
resisted, is approved; nor will a litigant, 
alleging its own negligence, be heard— 
allegans suam turpitudinem non est 
audiendus. In affairs of state, a more 
delicate maxim applies, since it is an 
“unfriendly act” that may lead to war 
to meddle in affairs in which a state 
cannot even “claim an interest”— 
culpa est immiscere se rei ad se non 
pertinenti. 

Whether the present German Gov- 
ernment, after it has settled the claims 
of the Allies against the former Im- 
perial Government, can justly ask the 
League of Nations Court to cancel 
bonds in the hands of citizens of an 


associated power, such as the United 


States, on the ground that such bonds 
grew out of an act of perfidy, and sub- 
sequent acts of duress, committed by 
that Government against the German 
people whom it induced to enter an 
armistice on definite guarantees which 
would have excluded this bond issue 
had these guarantees been respected, 
is largely a question of fact which 
the Court, when settling its findings, 
can render incontrovertible. 
=" 


Status of PROBLEM IN INTERNATIONAL 
Law 


To clear the ground for a clear view 
of the present situation, it may be 
asserted that, after all nations have 
adopted the Kellogg Pact renouncing 
war as an instrument of national policy, 
no civilized state will return to the 
barbarous principles practiced by the 
Greeks, the Hebrews, the Carthagin- 
ians, the Romans, and the Turks previ- 
ous to the seventeenth century of the 
Christian era. Nor is it necessary to 
support the Kellogg doctrine by the 
rules first enunciated by Vitoria in 
1495, outlawing wars of conquest on any 
principle whatever. 

The failure of Grotius to have all his 
theories accepted during the religious 
wars which terminated in the “pious 
hopes” of the truce of Westphalia, 
in 1648, does not change the fact that 
good faith among warring states, from 
the days of Arbelo to those of Sedan, 
is a sovereign attribute in peace nego- 
tiations that binds all civilized powers. 
As observed by Grotius, “good faith 
must be observed in all truces.”. Even 
the firebrand, Bynkershock, concedes, 
“TI allow any kind of deceit, perfidy 
alone excepted; because when our faith 
is pledged to the enemy he ceases to be 
an enemy.” 

Hence, the second rule of Vattel is 
universally accepted in the interpreta- 
tion of armistices that “neither party 
can take advantage of a truce to exe- 
cute, without peril to himself, what the 
continuance of hostilities might have 
disabled him from doing.” This is 
cited by our own Wheaton with ap- 
proval; and he agrees with all the mod- 
ern European authorities that the 
doctrine of uti possidetis, which comes 
into being by signing an armistice, 
“leaves everything in the state in 
which it found it, unless there be some 
express the contrary,” 
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in the final Treaty of Peace which 
obliterates the causes which lead to the 
war and never deprives an enemy of his 
private rights or private property. 

Furthermore, under the force of the 
above humane doctrine accepted by 
all civilized nations willing to end war- 
fare, “unless specifically excepted in 
the armistice, the victor is bound to 
restore even the ships captured by his 
officers in ignorance of the armistice 
as well as all prizes that are made in 
contravention of the armistice.” 

The right to make either armistice or 
treaty is an adjunct of full sovereign 
power. Both armistice and treaty 
rest on mutual consent between the 
powers; and when a commander-in- 
chief on the field does not exceed his 
full powers in dictating an armistice 
to his enemy, his government is bound, 
in good faith, by that armistice to ob- 
serve its limitations in the treaty of 
peace which is founded on the armi- 
stice. If his state fails to do so, it is 
guilty of bad faith which voids the 
whole settlement. This doctrine runs 
through all the authorities—Gentilis, 
Grotius, Puffendorf, Bynkershock, and 
Vattel—and is sustained by the common 
practice of all states of modern Europe. 

This is so elementary that even the 
sophomores at Poictiers or Eton can 
read in F. E. Smith’s Handbook of 
International Law the declaration of 
Lord Stowell that the invariable practice 
leading up to the definitive treaty of 
peace is by an armistice which deter- 
mines its conditions, and where it 
is silent on other matters the doctrine of 
uti possidetis applies. Nowhere out- 
side the Twelve Tables is the doctrine 
of eternal rapacity revered! 

The question now arises, are the 
German people liable for the reparation 
bonds sold to American investors by 
the League of Nations Bank? ‘This 
depends on whether Foch and Wemyss 


1See Wheaton, p. 686, sec. 21. pres? paver 


exceeded their powers in dictating the 
terms of the armistice; next, whether 
the Germans signed it under duress 
which destroyed the essential element 
of mutuality in the document; finally, 
whether the victors did not themselves 
go outside the terms and the conditions 
of the armistice and introduce new 
conditions in the final Treaty of 
Peace. 

That this armistice does full justice 
to the military genius of its authors, 
Foch and Wemyss, will never be de- 
nied. But the absence of the name of 
Pershing from that document is notice 
to all Americans that it exceeded the 
bounds of pure strategy and deceit and 
stood on no surer foundation than 
positive bad faith when the document 
was signed. ‘This, in itself, makes the 
armistice null and void as a legal basis 
for the Treaty of Versailles, out of 
which both the bonds and the Bank 
for International Settlements grew. 

The document itself contains con- 
vineing evidence of this bad faith. 
The Declaration of the German pleni- 
potentiaries, attached to and made a 
part of the armistice, makes the 
terms of November 9th and 10th “‘an 
essential condition of the whole agree- 
ment.” When forced to sign, these 
representatives of the German people 
declared their determination to main- 
tain their freedom, whatever they might 
then be forced to do, ending in the 
prophecy “A people of 70,000,000 
suffers but does not die!” 


Errects or ARMISTICE 


The basis of the armistice, as stated 
by President Wilson on April 2, 1917, 
was to put an end to the Imperial 
German Government. “Our object 
now is,”’ he said, 
to vindicate the principles of peace and 
justice . . . against autocratic power, and 
to set up amongst really free and self-gov- 
erned peoples of the world such a concert of 
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purpose and action as will ensure the ob- 
servance of these principles. 


In a word, we entered the war to get 
rid of the Kaiser and his great general 
staff of militarists. “We have no 
quarrel with the German people,” he 


added. 


We have no feeling toward them but one 
of sympathy and friendship. It was not 
upon their impulse that the Government 
acted in entering the war. It was not with 
their previous knowledge and approval. 
. . . It was a war determined upon . : . in 
the interest of dynasties and little groups of 
ambitious men who were accustomed to use 
their fellow men as pawns and tools. . . 
We are glad to fight for the peace of the 
world and for the liberation of its peoples, 


the German people included. ... We 
must have no selfish ends to serve. We 
desire no conquests, no dominion. We 


seek no indemnities for ourselves, no ma- 
terial compensation for the sacrifices we 
shall freely make. 


On May 26, 1917, in his telegram to 
Russia, the President said: 


We are fighting for the liberation of 
peoples everywhere from the aggressions of 
autocratic power. . . . We are fighting for 
the liberty, the self-government and the 
undictated development of all peoples, and 
t every feature of the settlement that concludes 
this war must be conceived and executed for 
that pur pose. 

He then added, “‘No people must be 
forced under sovereignty under which 
it does not wish to live. No territory 
must change hands except for the 
purpose of securing to the people who 
inhabit it, a fair chance of life and 
liberty.” In his Flag Day address, he 
included the German people themselves 
in this sweeping benefaction. In his 
reply to the Pope, he asserted that 


peace must rest on the rights of the people, 
not the rights of Governments . . . and toa 
fair participation in the economic oppor- 
tunities of the world, the German people, of 
course, included if they will accept equality 
and not seek domination. 


or displayed. Pershing knew our mo- 


The German people were listening in 
on these “peace feelers.”’ Finally, they 
bit. In January, 1918 their Govern- 
ment asked Wilson what terms he 
would agree upon; and the celebrated 
fourteen points fluttered before our 
Congress, with the full knowledge and 
consent of the Allies, on January 8, 
1918. This, of course, stipulated the 
territorial. integrity of all states, the 
equality of economic opportunities 
among all parties to the peace pact, the 
right of the people in all colonies to 
choose their own government and be 
free from dictated control. 

Nothing was said to imply that what 
President Wilson had said to the Pope 
had been withdrawn. Indeed he went 
farther in his next “feeler” in the 
Liberty Loan speech of September 
27th. Here he indicated that the 
Kaiser would have to get out so as to 
allow the German people the impartial 
terms due to victor and to vanquished 
alike. There would be “no discrim- 
ination” between friend and foe. The 
peace that came must be just with a 
“justice that plays no favorites.” 
And all this would come, as indicated 
in his final reply to the German people, 
whenever the Imperial Government 
was succeeded by a government by the 
German people themselves. 

If this was intended to break the 
morale of the reserve power of the 
German armies, it was very good strat- 
egy. But that it was not so intended 
is clear from the President’s dispatch 
to the German Government on October 
14, 1918, and his speech to Congress 
announcing the terms of the armistice 
on November 11, 1918. The whole 
thing, so far as the pourparlers before 
the armistice was signed is concerned, 
rested entirely on justice in the then 
situation of the battlefield. So far 
as the United States was concerned no 
perfidy, no bad faith, was ever intended 
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tives. He did not join the Allies in 
the armistice, because it violated a 
number of principles announced by 
President Wilson which brought it 
about. This was a perfidy we escaped 
by never ratifying the Treaty of 
Versailles. 

But, in justice to Marshal Foch and 
General Wemyss, it is proper to say 
that the President, in his dispatch to 
the German Government on October 
14, 1918, left the process of evacuation 
and the conditions of an armistice 
“‘which provided absolutely satisfactory 
safeguards and guarantees of the 
maintenance of the present military 
supremacy of” our armies “in the 
field” entirely to the “judgment” of 
Foch. As a condition precedent, how- 


ever, the demand for the suppression: 


of the Kaiser’s Government, made in 
his Fourth of July address, was to be 
complied with “if peace is to come by 
the action of the German people them- 
selves.” This, he emphasized, was a 
fundamental condition of the truce. 
Furthermore, the benefits, the princi- 
ples, and the policies for a general 
restoration of international government 
set out in his two other addresses—to 
Labor on September Ist, and on the 
opening of the Fourth Liberty Loan 
on September 27th—were to be open 
to the German people in the settlement 
authorized by the victors if the German 
people accepted these conditions. ‘The 
German people did accept the condi- 
tions unconditionally and thus ripened 
the offers into a binding contract that 
neither Wemyss nor Foch could over- 
throw by any armistice conditions for 
security or supremacy on the field. 
Inevitably, the generous conditions 
set out in the President’s addresses, 
his grant of plenary discretion to Foch 
to secure guarantees of permanent 
securities in his armistice conditions, 
and his subsequent coupling of the 
Kaiser’s suppression with the Fourteen 


Points that specifically enumerated 
everything intended to be embraced in 
the final settlement, led directly to 
opposite conclusions that no definitions 
ean reconcile. Foch took advantage 
of this situation to invoke Article XI 
of Chapter XXII of Grotius, which 
reads: “‘An absolute surrender implies 
that the party capitulating submits 
to the pleasure and discretion of the 
conquerer.”” 

Hence, on the general principle of 
international law which merges ante- 
cedent proposals into the written 
stipulations of an armistice, or open 
treaty, the whole basis for a legal con- 
sideration to support the reparations 
bond issue now offered by the Bank 
for International Settlements emerges 
from the financial clause found in 
Article XIX of the Armistice. One 
pauses, fascinated, in reading this 
short, crisp, clear-cut, but  super- 
investing statement of a soldier which 
condenses a whole constitution in a few 
energetic phrases of tragic importance! 

Not to be caught by the statesmen 
who will later overhaul his covenant, 
Foch makes a “reservation” for every 
kind of “future concessions and claims 
by the Allies and the United States” 
as well as for “reparations for damages 
done” while he disbands the German 
forces everywhere, provides for the 
Saar and Ruhr occupation, indicates 
the Rhine bridgeheads as proper fron- 
tiers for permanent security and, with 
an eye almost omniscient subjects 
even ‘“‘the ships and prisoners [of his 
enemy] to Allied care—without reciproc- 
ity”’! 

Nothing is overlooked. It is a 
clean-up! And as the armistice was 
extended from time to time under 
expanded conditions, the slate was 
clean for the diplomats who gathered 
in the Hall of Mirrors to write any kind 
of treaty that suited them. The only 
obstacle that stood in their way was the 
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highsounding declaration of President 
Wilson that “the Treaty of Vienna 
which tossed human beings from one 
government to another like handballs 
will not be imitated in this settlement.” 


“Bap Faitu” INVALIDATES Bonps 


The legality of the reparation bonds, 
from the standpoint of international 
law, rests therefore on the question, 
“Was there bad faith concealed in these 
armistice conditions which was crystal- 
lized into coercive measures by the 
treaty of peace which grew out of it?” 
If so, it violates every principle evolved 
since the days of Cicero to bring warfare 
to a peaceful conclusion; and it lays a 
foundation for the renewal of a dozen 
wars that are legally justifiable. 

The Treaty of Versailles, or the 
Peace Treaty, signed at 4:50 o’clock 
p.M., French time, January 10, 1920, 
was really evolved from things both 
inside and outside of the armistice. 
Every implication necessary to author- 
ize the diplomats to make good their 
secret agreements to Avoid Wilson’s 
specifications eliminating land grabs, 
indemnities, occupations, dismember- 
ment of nations, and penalizing pene- 
trations, was taken advantage of to 
expand this Treaty into six different 
“Treaties of Vienna” and plant thirty- 
nine different sore spots at convenient 
distances to constitute continuous in- 
vitations for interventions by the Allies 
to suppress the wars they are bound to 
occasion. 

In the very nature of the fifteen 
different Parts of this Treaty, four 
hundred and forty Articles, covering 
two hundred and twenty-one quarto 
pages of six point pica type, difficulties 
evolve where they are not purposely 
invented to make force and warfare 
indispensable to hold the fragmentary 
rearrangement of disorganized society 
together. Races are shifted from their 
bases, whole nations disemboweled, and 


Reparations 


even small cities are carved up into 
fragments and divided among three or 
four converging nations! 

From this general aspect, if we de- 
scend te particulars, we are confronted 
with the Covenant of the League of 
Nations with its well-known explosive 
characteristics. Then we meet the 
Metternichian question of boundaries, 
the purely Castlereagh inventions of 
political clauses for the balance of 
power that make war inevitable. 
Next, we are startled with the appear- 
ance of a new Nesselrode-Wellington- 
Sick-Man-of-Europe Part in which 
Lloyd-George and Clemenceau per- 
form a surgical operation on 1,070,000 
square miles of German colonies and 
divide territory worth twenty billion 
dollars between them. 

Permanent occupation assumes the 
pen name of mandatories to save the 
faces of these missionaries intent on 
bringing civilization to German colon- 
ists “according to the stage of their 
development . . . and similar circum- 
stances”! Then there are the mil- 
itary and the naval clauses, after the 
fashion of Buckingham coquetting 
with the Colignys and Condés at La 
Rochelle, but in this instance to induce 
Americans to scrap their navy and 
tempt Italy into maritime rivalry 
with France at future “ conferences.” 
The prisoners of war are next attended 
to—strangely forgetting the American 
soldiers still under the command of 
British officers in the forty-degree- 
below-zero weather at Archangel. 

Then, in a rush of enthusiasm, we 
find bunched under increasing pressure 
such parts of the Treaty as relate to 
penalties, to reparations, and to eco- 
nomic strategems coupled with the 
financial clauses that shoot through 
everything from the exploitation of 
mines to railroads, labor organizations, 
and the guarantees of Eastern and 
Western Europe. To make sure of 
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keeping the powder dry in this furnace 
of mutually inflaming passions, there 
are miscellaneous provisions regulating 
everything forgotten in the general 
grab, from the cable on the Isle of Yap 
to the morals of the Yappi Indians. 
It is a marvellous piece of diplomatic 
engineering. 

One looks in vain for the freedom 
of the sea, the right of races to 
self-government, the suppression of in- 
demnities, the denial of territorial ex- 
pansion, or any of the fundamental 
sociological prerequisites announced by 
Wilson in his Fourteen Points or other 
addresses as the basis of the lasting 
peace to which the German people were 
persuaded, only to be forced at the 
point of the bayonet to sign a contract 
on.which these reparation bonds are 
founded. 


: 
Tue REPARATIONS COMMISSION 


We do not need the admissions of an 
international banker, whether it be a 
Mr. Lamont, a Mr. Young, or any of 
the numerous myrmidons of the Bank 
for International Settlements, to show 
its circuitous peregrinations from the 
financial clauses of the armistice into 
the “ penalties,” the “financial clauses,” 
and the “reparations” parts of the 
Treaty of Versailles, and from these 
on into the versatile and ubiquitous 
“commissions” invented in London 
before the Treaty itself was finally 
signed and brought to Paris and actu- 
ally adopted before Article 240, or 
Annex IV, of the Treaty was shaped up. 
When this Article fell into the Treaty, 
on January 10, 1920, a “Reparations 
Commission” bloomed into being. 
And it was then provided, in Article 
233 of the “Reparations” sections, that 
it could “handle the debt settlements 
and reparations otherwise” than specified 
in the Article “in such manner as the 
Allied and associated Governments 

. shall determine.” 


4 


In the process of international re- 
organization, the Secretariat of the 
League, with an eye on all existing 
international bodies—official and un- 
official—and noting the dismal failures 
of the regular “official” Reparations 
Commission, began, in the course of 
conferences with British bankers, to 
evolve a “Dawes Commission” to 
take the part of the regular “commis- 
sion.” As this introduced Mr. Owen 
D. Young into the “society” of Euro- 
pean financiers he and his methods were 
carefully studied; and he was finally 
induced to become the “father” of the 
“Young Plan” known as the “Bank 
for International Settlements” em- 
powered to market in America, and 
elsewhere if possible, the whole “‘repar- 
ation bonds” which Germany was 
forced to issue to liberate itself from 
the enforced bondage it was subjected 
to in both the armistice and the Treaty 
of Versailles. 


Disposa oF Bonps 

A peculiar circumstance, which does 
full justice to their knowledge of inter- 
national practice, is that none of the 
German statesmen offer these bonds 
directly to any investor. Nor do any 
of the statesmen of England, France, 
Italy, Belgium, or Rumania touch 
these Bonds. No responsible bank in 
any of the Allied countries offer them 
directly to any of its American custom- 
ers. The Bank for International Set- 
tlements is to do this piece of shadow 
boxing. 

Organized under special exemptions of 
the laws of Switzerland and exempted 
by the League Powers from responsi- 
bility to any government on earth, 
this “‘bank” is to take the German 
‘reparation bonds,” sell them to Amer- 
icans, and turn over this American 
money to the Allies who will then dis- 
charge their claims against—whom? 
The Imperial German Government 
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which ‘all the damage for which 
the Allies exacted these bonds. They 
have no claim, at law, against the 
German people who, some people are 
simple enough to believe, will pay the 
Kaiser’s debt! 

In the event of a default on the pay- 
ment of these bonds, whom will the 
American buyer sue? The Allies? 
No. The Allies did not sell them. 
The German people? You can’t make 
the German people, against whom we 
had no quarrel, responsible on a past 
consideration to pay another’s debt. 
The Imperial German Government? 
Hardly. It no longer exists. The 
Bank for International Settlements? 
Where? Before the League of Nations 
Court? Absurd! Only a government 
has any standing in the Court. And 
governments rarely enter into diplo- 
matic relations with a bank—or with 
another government, for that matter— 
to collect a debt due to its citizens. 
This has been the rule of international 
practice since 1848, when Lord Pal- 
merston dodged the clamors of British 
speculators in foreign bonds by the 
announcement that intervention in 
such a case rested on the sound discre- 
tion of the Government. 

If our Government, which insists it 
has had no official connection with this 
Bank, should perform the Homeric 
feat of nodding, and awaken with the 
resolution to protect its foolish citizens, 
would it be so rash as to commit an 
“unfriendly act” against the Govern- 
ment of Switzerland by jumping on a 
corporation under Swiss protection? 
And will it go to war to collect this 
speculator’s debt after it has spent so 
much in “conferences’’ to make itself 
unfit for war, and after making war an 
undignified recreation in its Kellogg 
anaesthetic? 

If ever there was an occasion for 
innocent investors to recall the rule, 
“Let the buyer beware,” it is when 


they are confronted with ies repara- 
tion bonds. Nowhere and never has 
it been made more plain that this is an 
occasion for courts to affirm the rule of 
damnum absque injuria—each sucker 
is damaged without any remedy what- 
ever! 

Applying the uniform rule of inter- 
national law respecting such a govern- 
mental attempt to collect the specula- 
tive debts of its citizens against foreign 
governments, we find it never applied 
for other than very strong domestic 
considerations. Even if the foreign 
government should confiscate the debts, 
harsh and unmannerly as this might be, 
still no domestic emergency would 
justify our Government in making 
such an absurd gesture. Even suppos- 
ing the Government could induce the 
German Government to bring suit 
against itself, or its citizens, in its own 
courts—the only forum open to it— 
the German domestic laws, to be ap- 
plied would find these debts based on 
either force or fraud, without considera- 


tion, and void from their beginning. ; 


Morives For EsTtABLISHMENT OF 


Bank 


What could be the motive for foist- 
ing such a scheme on civilized society? 
The promoters expect to realize event- 
ually nine billion dollars in the enter- 
prise. That will pay for a lot of 
propaganda and advertising. It will 
buy one third of the railroad communi- 
cations of this country. It will pay 
for a merchant fleet of thirty million 
deadweight tons—or enough to domin- 
ate the foreign trade of the entire 
world. It is enough to enter the New 
York market and, with it, gain con- 
trol of our coal and steel industries 
and, being possessed of our internal and 
external communications, control the 
future destiny of the American people! 

Any military man will tell you that 


control of an enemy’s communications 
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puts that enemy in your power; any 


commercial expert will tell you that if 


you can gain control of a competitor’s 
delivery system you have him com- 
pletely tied’ beyond recall! 

It is well known that the cancellation 


idea had been in the mind of Europeans 


from that day when Lloyd-George 
wrote to Woodrow Wilson to have 
it done—from the day when the inter- 
national bankers saw our farmers 
growing rich on the earnings of such 
cancellations—to the day when, sud- 
denly from mysterious sources, an inva- 
sion of European financiers with no 
visible means of support flew into this 
country, like a cloud of locusts, and 
began writing articles for the metro- 
politan press in favor of cancellation— 
to the very day when our statesmen 
did remit a debt of billions which was 
due us for advances in money and cred- 
its from these same debtors. 

It ought to be worth a banking con- 
cession, at least, to a group of philan- 
thropists who can induce a creditor to 
cancel a debt of six billion dollars and 
pay the debtor nine billion more for 
“securities” that no lawyer of repute 
would accept as valid. Manifestly, 
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if they have not already done so. 
Equally manifest does it appear that 
others will lose their entire fortunes if 
they do not keep their eyes on the trust 
estates confiding fathers and husbands 
left in trust to provide incomes for 
their heirs who are too internationally 
minded to be trusted with the manage- 
ment of money. 

How wide is the threat of such a 
bank against the accumulated wealth 
of the country, it is difficult to imagine. 
When such “experts” as those who 
manage some of our investment trusts 
are too gullible to avoid being swindled 
on our own markets, and by purely 
domestic thimble-rigging, what guar- 
antee have our citizens that foreign 
investments, of doubtful legitimacy, 
will translate their present incomes 
into anything better than lovely 
“Mississippi Bubbles’’? 

The safest course for those with 
money to lend, is to lend it to responsi- 
ble borrowers they can keep an eye 
on—and where they can immediately 
hail their debtors into court with some 
prospect of collecting a judgment. 
The German “reparation bonds” furn- 
ish no such opportunity. 

Let buyers bew are! 
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N a discussion about the economic 

factors affecting peace, I suppose a 
word about peace itself would be in 
order. I am sure that if Pontius Pilate 
had avoided his famous easier question 
and asked ‘“‘ What is Peace?” he would 
have been even less patient than he was 
in waiting for an answer. In fact, he 
would have had to wait ever since, and 
would be waiting for some time to 
come. For what was said at about the 
same time about crying for peace when 
there is none, remains true today, 
especially when the economic aspect of 
international relations is considered. 

Indeed, the gaps between outright 
military hostilities during the past five 
hundred years have not been noticeable 
enough to brag about; and every one 
knows that these hostilities are only 
the last and active stage of a process of 
latent warfare that goes on continually 
through what we call peace time. It 
is in this silent process of peace hostility 
that the real secret of war lies, and it is 
in this connection that the influence of 
economic factors, especially of financial 
factors—which are dominant in eco- 
nomic affairs today—resides. 

For this reason I must digress suffi- 
ciently to discuss some of the aspects of 
this process, in order to emphasize the 
role which foreign investments and in- 
vestment policies play in it. 


FRUSTRATIONS OF CREATIVE ENERGY 


Let me, then, submit the general and 
apparently paradoxical statement that 
overt war itself is the outcome of the 
frustrations of peace and that what 
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Financial Cooperation as a 


in World Peace 


apy By Viner JorpAN 
Economist, New York City 


may be called overt peace is the in- 
evitable end to the frustrations of war. 
It is in war that peoples—and all 
peoples are merely masses of individu- 
als—seek release for that natural and 
insuppressible discharge of their crea- 
tive or life energies which the condi- 
tions of peace time thwart; and it is 
only because war today has become an 
even greater frustration of the creative 
life than peace, that peace returns 
periodically to the world at all. 

In the language of the psychiatrist, 
war, with all its preliminary political 
and social symptoms of acute nation- 
alism and its preliminary acts of chronic 
commercial hostility, is essentially a 
neurosis through which the nation 
canalizes and releases all the energies 
which its people have found impossible 
to discharge creatively in peacetime 
activity; just as the peace ideal— 
particularly as a product of power en- 
forced from above—is the curative or 
substitute neurosis by which nations 
save themselves from the complete 
disintegration of creative power and 
organization to which modern war 
leads. 

This may sound profound and a bit 
precious but the workings of the 
psychological mechanism of war are 
simple and clearly observable all the 
time by any one who takes the trouble 
to watch them. Their pertinence to 
this discussion consists in the fact that 
the greatest source of frustration of the 
creative energies of men today lies in 
the chaotic, unstable character of the 
economic by these 
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men make their living. Particularly 
are these energies thwarted by the 
great disparities of the levels of life 
which have come to exist among the 
political units, partly by reason of the 
unequal circumstances of geographical! 
situation and natural resources but 
chiefly because of the arbitrary and 
artificial character of political divisions 
and the interference with the mobility 
of products and labor by gov ernmental 
barriers. 

Important as they are in undermin- 
ing peace, these frustrations of inter- 
national economic contact, intercourse, 
and codperation would probably not 
so effectively lead to external conflict 
if they were not superimposed, as they 
are, upon a vastly larger potential of 
unreleased energies accumulated 
through the internal frustrations of 
peace life within each nation. These 
frustrations grow out of our inade- 
quate facilities for coéperation, and 
are not fully sublimated in the internal 
warfare of strikes and cutthroat com- 
petition or through the channels of 
vicarious combat afforded by games, 
the movies, and so forth. 

I cannot go into the details of the 
mechanism by which international 
hostility and self-assertion are gener- 
ated by domestic economic factors. 
Suffice it to say that there is a funda- 
mental truth in the thesis that parity 
begins at home—that every war is the 
reflection of a domestic problem—even 
perhaps, in the last analysis, of the 
individual problems of the people. 
There is, I think, no greater illusion 
abroad today than that statesmen, 
politicians, and governments make war 
and foist it upon the masses of men. 

Governments and statesmen merely 
play upon defeated individual energies 
and guide them into such channels of 
release as they themselves can con- 
ceive, and which serve their persona! 
urge for power. Aside from this 
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guidance—which is often merely a case 
of being swept down the flood—their 
part in war-making lies chiefly in their 
peacetime activities in building up 
further obstructions of all kinds to the 
normal creative discharge of the ener- 


gies of their people. 


CAPITAL AND CREDIT 


In the light of this conception of the 
genesis and the development of the 
war process, I think we can better 
understand the nature and the impor- 
tance of the international flow of capi- 
tal and credit in the problem of peace. 

When we talk of foreign investment 
we do not mean, of course, a literal 
transfer of gold or of the accumulated 
savings of “our widows and orphans.” 
An investment today, of almost any 
kind in any place, involves an exten- 
sion of credit, which means granting 
access to a pool of current purchasing 
power created by those who are confi- 
dent that it will be replenished in the 
future out of the creative powers of 
those to whom it is now opened. In 
short, every extension of credit is a 
creative act of faith on somebody’s 
part. It not only implies faith, which 
can arise and exist only as a result of 
contact, intercourse, and coéperation; 
but at the same time it is creative in 
that it increases such contact and 
coéperation. 

In essence, then, the credit power 
lodged by agency in our banking sys- 
tem is perhaps the most powerful in- 
strument for the release of creative 
energies, and as such, has the potential 
power to offset those obstructions by 
which the creative discharge of the 
world’s working energies is frustrated. 
Through the credit machinery of the 
world, capital, which is stored-up crea- 
tive energy of the past, and credit, 
which is an advance on the creative 
potentialities of the future, are made 
available to those who need and can 
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“use them for the release of their own 


creative powers. The investment 
funds and credit resources of the world 
thus normally tend to form a homoge- 
neous pool of purchasing power to which 
all contribute and from which all 
draw. The flow of capital into or out 
of it is the equalizing or normalizing 


process in world economic life, and so 


far as it is unobstructed it tends to re- 
store to health and to maintain the 
balance of creative economic develop- 
ment of the entire world. 

Now, of course, it will instantly be 
realized that this powerful tool of crea- 
tive release is a double-edged sword. 
It can enslave as well as free men’s 
energies. But I think the testimony 
of historical experience is that the one 
edge dulls more quickly and that the 
ultimate effect of credit is the liberating 
one. The frustrating power of credit is 
seen only where it is used or controlled 
for ulterior purposes, by governments 
or groups or political interests standing 
outside the business system, whose 
chief concern is the maintenance of an 
uncreative status quo, a vested interest 
of personal or party authority and 
domination. 

Though the credit power seems to be 
vested in specific agencies, embodied 
in concrete instruments, and based 
upon a concrete substance like gold, 
this is one of those facts that disguise 
the truth. Every one with any in- 
sight knows that the credit power is in 
its essential nature so intangible and 
elusive—as faith itself is—that it can 
never be long subjected to the purposes 
of an uncreative ulterior interest. 
Whenever it is, it collapses, like the 
creative strength and spirit of man 
himself under slavery. 


FEDERAL RESERVE Po.icies 
Promote PEACE 
I regard the policies of our banking 
system, and especially of the Federal 
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Reserve Bank of New York, during 
these difficult years since the war, as 
one of the greatest contributions to 
peace, in the true sense of the word, 
that has been made by any agency, 
institution, or group of men. Perhaps 
the venerable Old Lady of Thread- 
needle Street, who has lived through 
lots of trouble, may have done as 
much at some crisis in the past but I 
doubt if her responsibility was ever so 
serious or her power so great and so 
well used. When I say the Federal 
Reserve Bank, I mean chiefly one man, 
Benjamin Strong, who, with a few 
others, really understood the creative 
function of finance in world affairs and 
the true nature and responsibility of 
the Reserve System in this function. 

I need not review the history of the 
economic, political, and social chaos 
that followed the war and continued 
down to the adoption of the Dawes 
Plan in 1924, nor the part which Amer- 
ican finance played during this period. 
This greatest war in all history was the 
result of a quarter-century’s frustra- 
tion of the creative development of 
European economic energies by a 
steady piling up of trade obstructions 
and latent commercial hostility. It 
ended in almost complete collapse of 
creative power and facilities and utter 
breakdown of the codperation by 
which faith, and therefore credit, could 
be restored. Not only did credit 
evaporate, but the bare instruments of 
faith, the currencies themselves, be- 
came broken and useless through de- 
preciation. 

More important than all this, the 
creative frustrations of peace, which 
were greater than those sublimated in 
the war itself, were crystallized in the 
monumental savagery of a paralyzing 
structure of war debts and indemnities 
that has since weighed down the world. 

What was this structure, in essence? 
One can find in these reparations bonds 
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none of the essential quality of credit. 
The inter-Ally debts were certainly no 
more investments, acts of creative 
faith, than were the shells shot into 
Belgian cities or the bayonets thrust 
into German bodies. The reparations 
set by the Treaty or by any of its subse- 
quent revisions we recognize at once as 
mere obligations with no creative nexus 
of faith between the parties concerned. 

So, too, this system of international 
obligations as a whole—all inseparably 
interlinked, no matter what ostrich- 
like officials may say—was a mere 
embodiment of frustration, a mere 
expression of alien political authority, 
enforced by the blind, brutal assertion 
of political and military force, sup- 
ported by the appeal of pusillanimous 
politicians to the disappointment of a 
disillusioned public that had found no 
real release in the war. At its birth, 
not faith but its inversion, fear, was 
midwife and she has nursed it ever 
since till recently. It is no wonder 
then that, contra naturum, this incubus 
of debt has never grown up, multiplied, 
and built cities for men to live in but 
has instead dwindled and shrunk til! it 
has become an evil, misshapen dwarf, 
an abortion that we keep out of sight 
and try to set to work as well as we can, 
or lose in the crowd on the highway of 
progress. 


Errorts To ReiisTaBLisH 
Co6PERATION 


From this incubus we could expect 
nothing but trouble and annoyance. 
But despite it, and despite the politi- 
cians who were preoccupied with it for 
years after the war, the bankers and 
the business men of all countries 
gradually found ways to repair the 
breaches of contact, intercourse, and 
codperation, and to open the channels 
of creative action through those real 
acts of faith which are expressed in 
credit and investment. ee 
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Assistance of many kinds was given, 
but most important of all was that in 
the reéstablishment of currencies, the 
stabilizing of exchanges, and the open- 
ing of our credit resources to fear- 
ridden Europe by appropriate banking 
policies of the Federal Reserve System. 
With this, from 1924 down to date, 
went the codperation of our leading 
business men and bankers in setting up 
the International Chamber of Com- 
merce, constructing first the Dawes 
Plan, then the Young Plan, and finally 
the Bank for International Settlements, 
which begins operations this month. 

What does all this effort mean in the 
light of the world situation and the 
nature and the basis of peace? Of 
course, if you are still fighting the war, 
still suffering from its appalling frus- 
trations and the chagrin which its 
complete failure as a creative release 
has left, there is no doubt about your 
answer. You have recently read it in 
the Saturday Evening Post and the 
Congressional Record in the clearest 
form. It is that all this is a subtle and 
far-reaching scheme by which the 
corrupt and envious peoples of Europe 
hope to wriggle out of paying their 
just debts to us, and hope to make us, 
the American investor, advance the 
German reparations and collect them 
ourselves later, if we can. 

Well, perhaps all this is so; but it is 
surely a strange thing to find all of 
America’s greatest and most public- 
spirited business men and _ bankers, 
ingenuously or deliberately, engaged 
in a plot against themselves. For it 
must not be supposed that all this labor 
of economic reconciliation and codpera- 
tion in which we have been sharing is 
pure altruism. It is in fact, a fine case 
of enlightened self-interest, and in that 
line I suppose our American business 
leaders have no real competitors. 

The truth is, as these leaders well 
recognize, that all this collaboration 
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¥ was not only highly desirable for the 


maintenance of peace and order, and 
not only pretty good business policy for 
us, but even supremely necessary for 
our safety. Some qualifications may 
be made as to the degree and the 
adroitness of the Federal Reserve 
action in 1927 and thereafter; but as to 
what we did in the preceding years 
after the war, I think there can be no 
question that we had to do it to save 
ourselves from the serious economic 
difficulties certain to follow from inten- 
sified foreign economic and _ political 
disorder, declining foreign trade, war- 
inflated industrial capacity, and ac- 
cumulated inventories of commodities. 
The Dawes Plan was the capstone of 
this early period of reconstructive 
effort. It gave the reparations: prob- 
lem a provisionally established status 
under which—f the creditors continued 
to think it desirable to collect— 
Germany’s capacity to pay might be 
built up by opening the world’s credit 
reservoirs to her industries for use in 
reconstruction. It was still immersed 
to a degree in the atmosphere of fear; 
still a child of the political power com- 
plex, born at the cannon mouth and 
disciplined by the bayonet point; but 
for the first time, the midwife of eco- 
nomic wisdom was at least present at 


the nativity. 

Tue Youna PLan 

The Young Plan belongs to a new 
and different stage of reconstruction. 
Grandfather Mars and Grandmother 
Political Ambition have been kept in 
the background and the bayonet has 
been banished from sight altogether. 
Its god-parents are the working minds 
and the creative energies of the world 
and it was business that cut the um- 
bilical cord and finally separated it 
from its weary and aged ancestry of 
war and politics after a painful and 
prolonged parturition. 
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In the Young Plan, for the first time, 
fear has been in a measure inverted 
into faith and the mere pressure of alien 
power converted into creative codpera- 
tion. The bonds of obligation are 
immersed in the currents of the world’s 
work and exposed to the vitalizing 
energy of expanding world trade, in 
the hope that therein they may ul- 
timately be dissolved and washed out. 

The Young Plan is essentially a de- 
vice by which it is hoped to distribute 
the war burdens over the creative 
powers of the world and even to con- 
vert these bonds of debt and doubt into 
a network of creative credit and faith 
through which the world may be more 
closely held together for a common 
constructive work, as it was once drawn 
together for a common destructive 
game. 

This may seem a too poetical way of 
describing a sinister plot to loot the 
Federal Reserve Bank, and it may be 
too hopeful a view of the fundamental 
debt situation which still remains and 
still bears upon a single people; but if 
you will look closely at the provisions 
of the plan for mobilizing the German 
payments through widely distributed 
bond issues and for utilizing the pay- 
ments as the basis for credit which may 
be employed almost everywhere that 
it may be needed, even in Germany, 
you will understand that in this plan 
an essentially different idea and a far 
more creative spirit dominate than in 
any that preceded it. If you do not 
like this description of the plan, the 
more sober, prosaic statement of the 
matter-of-fact English mind of Mr. 
Graham, head of the British Board of 
Trade, may be more satisfactory. He 
says: 

In substance, the reparations settlement 
fixes the annual liability of Germany for a 
term of years; reduces the reparations; pro- 
vides for a diminishing scale of deliveries in 
kind; sets up a Bank for International 
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Settlements, whose operation may in due 
course extend far beyond the mere control 
of the annual payments; and generally paves 
the way for postwar settlement in Europe. 


DIFFICULTIES STILL REMAIN 


Of course, no one really supposes that 
this is the end of the matter. As I 
have said, no matter how the funda- 
mental situation has been disguised by 
force of a creative purpose in this plan, 
there still remains in it an element of 
the abnormal, the ulterior, and the 
alien. Though we carefully refrain 
from calling these bonds reparations 
bonds, that will never make them al- 
together a free, unqualified investment 
and act of faith on the part of those 
who buy them. Until we make effec- 
tual those provisions of the plan which 
call for giving Germany the benefit of 
a large part of whatever reduction we 
may make in the Allied debts to the 
United States, the grim shadow of Mars 
will hang over the entire transaction. 

Moreover, economically these pay- 
ments lead to great difficulty and to 
certain forms of commercial disloca- 
tion. The transfer problem, which is 
elaborately disguised and diluted in the 
Young Plan, nevertheless remains. 
But, as Mr. Hartley Withers, discuss- 
ing his doubts as to the finality of 
the reparations settlement under the 
Young Plan, says: 


If world trade expands as it might if it 
were given a chance by central banks and 
politicians, if a recovery in world prices of 
primary products increases the buying 
power of the agricultural countries, and if 
the free flow of capital, instead of being 
_ frozen hard because an ample stock of gold 


is reduced by gold-scrambling tactics, is 


allowed to stimulate development, the sur- 
_ plus of exports that Germany has to find 


to meet reparations should easily find a 


market. But if governments continue to 


raise tariff barriers and central banks re- 


sume the gold-hoarding habit, the Young 
Plan will soo revision. 
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All that can be said with surety at 
this time, I think, is that these doubts 
will be resolved and these difficulties 
will disappear if, and only if, the final 
and vital feature of the Young Plan 
realizes the hopes of its creators. 
That feature is the Bank for Interna- 
tional Settlements. Here, indeed, is 
the capstone of the whole structure of 
reconstruction, under which, if at all, 
the bloody bones of the war will be 
finally buried and from which they will 
not soon rise again to disturb us if it is 
firmly held down against the zeal of 
prowling politicians who are already 
trying to pry it loose. 

What the Bank for International 
Settlements is, what it is intended to 
do, and what it is barred from doing 
have been so fully and specifically de- 
scribed by those who established it that 
no one who takes the trouble to read 
the letter of its laws with any good will 
can misunderstand or misconstrue. 
These laws are clear and specific in 
their permissions and their prohibi- 
tions; but the Bank’s critics think it a 
waste of time to quibble about these 
and I think likewise. I agree with 
them that the spirit and the potentiali- 
ties of this new Bank are the impor- 
tant thing; but I emphatically disa- 
gree with them when I say that this 
spirit and these potentialities are essen- 
tially the most powerful instrument 
ever devised to promote the release of 
the creative working energies of the 


world. 
DEFICIENCIES 

Flexible and efficient as is the exist- 
ing credit machinery of the world in 
mobilizing and distributing the credit 
resources and offsetting the obstacles 
to commercial and industrial coépera- 
tion, it is still defective in certain es- 
sential respects. It is based upon an 
arbitrary, archaic, and increasingly 
troublesome standard of value; it in- 
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ate es a cumbersome, complex, and 
creaky mechanism of exchange of 


eurrencies; its final control by semi- 


official banking institutions of different 


- nations with varying and ill-codrdinated 
policies in domestic and international 


financial matters has resulted in a blind 
competitive struggle for gold reserves. 

All this has led since the war to wide 
differences in the distribution and the 
rate of expansion of credit, to artificial 
constriction of credit growth in relation 
to the growth of trade, to insta- 
bility of price levels, and to unneces- 
sary retardation of domestic and inter- 
national trade development. Through 
these deficiencies, the automatic mech- 
anism of international finance has 
ceased to operate in a normal fashion 
and has invited more and more con- 
scious codperative control, without the 
means for such control being available 
in any systematic institutional form. 

Such coéperation as has been at- 
tempted, moreover, has been subjected 
to official obstruction and to the sus- 
picion and the persecution of flag- 
waving politicians and newspapers, so 
that the mere occasional personal con- 
tact of central bank authorities for 
discussion of common problems has had 
to be conducted almost clandestinely 
in highways and byways to escape the 
pestiferous prowlers of politics and the 
press, as though such coéperation were 
something scandalous or dangerous. 

Fortunately, this will no longer be 
necessary. Through the Bank for 
International Settlements, the financial 
authorities of the world can freely and 
regularly meet to deal with the prob- 
lems of handling the vast international 
movements of capital involved in the 
reparations and debt payments; they 
will be able to facilitate the mobiliza- 
tion of these funds for creative pur- 
poses through investment on ordinary 
banking terms; they can arrange to 
avoid the wasteful and unnecessary 


shunting of gold reserves back and 
forth across the seven seas and to use 
them more effectively as a basis for 
credit expansion to meet the growing 
trade needs of the world. 

Yet, momentous and promising as is 
the advance in the creation of this new 
institution of international coépera- 
tion, you have seen with what hostility 
and suspicion it is regarded by politi- 
cians here and abroad. This is not 
without reason, from their point of 
view; for this advance is a distinct 
threat to the kind of power which 
sustains them and which alone they 
know how to exercise—the power of 
obstruction and frustration, the power 
of providing release for the thwarted 
life-energies of masses of men by ap- 
pealing to their prejudices, supersti- 
tion, and ignorance—and to their con- 
stant urge toward destruction. 


Wortp Economic ConpDITIONS 


And what a moment is chosen in 
which to launch these obstructive and 
destructive attacks! Depression is 
spreading in nearly all Europe because 
of the drain upon her credit resources 
through the failure of adequate inter- 
national financial codperation to con- 
trol the maelstrom of speculation that 
broke loose in this country last year. 
Germany, the weakest of all the coun- 
tries, slips rapidly into more serious 
difficulties because of the delay in put- 
ting the Young Plan and its collateral 
machinery into operation. The stag- 
nation in the international movement 
of goods begins to resemble that of 
1922, with commodity prices still 
drifting downward toward prewar 
levels. Central banks here and abroad 
are forced in codperation to lower their 
rates to depression levels in order to 
stimulate business revival through 
credit expansion, which must largely 
depend on the resources of our own 
= system accumulated through 
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the war-time amassing of the larger 
part of the world’s gold. Part of this 
reduction is doubtless to facilitate the 
flotation of the reparations bond 
issues and to stimulate the domestic 
and the foreign bond market, al! of 
which is sorely needed. 

It is at such a time—and this is only 
the half of it—that we find the Young 
Plan and the Bank for International 
Settlements, at the outset of their func- 
tioning, attacked as a menace to the 
United States, and American investors 
warned, with threats of prohibition, 
against buying the reparations bonds 
to be issued shortly by the Bank under 
this Plan. And why? 

It is an old principle of political 
exegesis that the key to the foreign 
policies of public officials lies in their 
domestic political position. In view 
of the whole circumstances, I can see 
no other logical way to regard this 
attack than as a red herring being 
drawn by a desperate orthodox Re- 
publicanism across the trail of world- 
wide business depression, to divert the 
attention of voters in the coming con- 
gressional elections from the failure of 
political leadership at home. 

We have had a serious business slump 
which justly or unjustly reflects on the 
policies of the party in power. The 
business community itself is not much 
deceived about this. Its members 
realize fairly well that the pressure for 
an artificially easy money policy in the 
Federal Reserve System from 1927 to 
the middle of 1929 came far more from 
Washington’s desire to preserve the 
speculative mood and the appearance 
of miraculous Republican prosperity 
than it did from the desire to assist in 
the reconstruction of Europe. The 
intelligent, progressive business men 
of- the United States are rapidly be- 
coming fed up with, and seriously 
alarmed over, the future consequences 
of our ostrich-like attitude toward 


foreign affairs and our Brahmanistic 
contemplation of our own glories. Of 
course, the general public, who have 
lost their shirts in speculation and 
their jobs in depression, will gladly 
blame the whole thing on the foreigner 
—the international banker and his 
sinister seduction of the Federal Re- 
serve System into a card-sharpers’ 
poker game played for our precious 
pile of gold reserve chips. 


PRESENT Opposition Is 4 MENACE 


But no matter what is back of it, 
this recent outbreak of financial jingo- 
ism is the most serious menace to 
international peace and domestic pros- 
perity that has appeared on the eco- 


nomic horizon in many years. If it is - 


continued and given practical effect in 
face of the irresistible current of forces 
making for closer international eco- 
nomic cobperation, it can lead only to 
a complete breakdown of world in- 
dustry and trade and to prolonged de- 


pression and painful readjustment in © 


domestic business—always a fertile 
field in which to sow the dragon’s 
teeth. 

Since the last war, a growing and 
widespread intensification of national- 
ism in industry and trade has steadily 
pushed the world nearer the brink of 
military conflict than it has been at 
any time since 1914. The farsighted 
business and banking interests of all 
countries have labored incessantly in 
face of increasing obfuscations of their 


efforts on the part of demagogic politi- — 


cians, through the many conferences 
from the Genoa Conference of 1922 to 
the Paris Conference of 1929, to re- 
move some of the barbed-wire entan- 
glements that have obstructed the road 
to closer international economic coép- 
eration, to facilitate the reconstruction, 
and to assure the stable development 
of world trade and finance. 

After the labors of a Sisyphus, these 
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men, who should one day become the 
legendary heroes of our time, have 
partly succeeded in clearing away some 
of the wreckage left by the war, in over- 
coming the most vicious effects of the 
structure of hate and suspicion erected 
by the Peace Treaty, and in opening 
the way through the Young Plan to 
the ultimate liquidation of the war 
debts and indemnities which have 
poisoned the entire economic system of 
the Western World for a decade. 

Yet, they could not prevent the 
steady growth, during these years, of 
new obstructions to the normal inter- 
national movement of goods and 
labor, through rising tariffs, multiply- 
ing trade restrictions and discrimina- 
tions, governmental subsidies, artifi- 
cial price control systems, monopolistic 
marketing agencies, and arbitrary im- 
migration exclusions. The paralyz- 
ing, disturbing effect of these upon the 
normal and balanced development of 
world prosperity has heretofore been 
offset by one potent compensating 
factor, the comparatively free interna- 
tional movement of capital and credit. 
This, indeed, has been the only feature 
of international economic relations 
which has saved the world from their 
complete chaos and collapse and has 
assured some measure of recovery and 
development. 

This saving feature has been made 
possible only by two things, in both of 
which the United States has played 
the leading part: first, the patient re- 
vision of the structure of interna- 
tional war debts and reparations so that 
their ultimate absorption through the 
growth of world industry and trade has 
become possible; and second, the close 
cobperation of our Federal Reserve 
System with the central banks of other 
countries. 

This leadership and codperation of 
American financial statesmanship has 
undoubtedly involved dangers and 


sacrifices, but no sincere and compe- 
tent student of the question can doubt 
that these are as nothing compared 
with the dangers and the sacrifices we 
should have incurred through any 
policy of financial isolation. Critics 
may carp at mistakes in detail of 
policy or procedure, excusable by in- 
experience and by the magnitude and 
the complexity of the problem; but 
only blind and irresponsible chauvinism 
can quarrel with the purpose and the 


inevitable necessity of our policy. ‘ 


ADVICE Unsounp 


And now, after all this painful niall 
ress, in a time of world-wide business 
depression, when our sins of unre- 
strained commercial nationalism have 
overtaken us in a drastic decline of 
worid trade, we are asked to scrap all 
this achievement and tie down the sole 
remaining economic safety valve, all 
for the sake of supplying desperate 
politicians with an issue that will ap- 
peal to the prejudices of the economic 
illiterates in a crisis of political bank- 
ruptcy. 

Now, when our business transac- 
tions with the rest of the world have 
grown to the enormous total of over 
twenty billions annually, when our re- 
maining credit resources have led to an 
expansion’ of our industrial capacity 
far in excess of our domestic market, 
when a fifth of our industrial workers 
are dependent for their own purchasing 
power upon the sustained purchasing 
power of foreign consumers, when our 
farmers are growing and our Farm 
Board accumulating, with taxpayers’ 
funds, enormous surpluses of crops 
which have to be sold abroad, when we 
are barring foreign products from our 
markets by higher tariffs, when our 
investments, including no small propor- 
tion of the savings of “widows and 
orphans,” have to be validated by re- 
ceiving or reinvesting over a billion 
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dollars a year due us in interest and 
repayment—in such a situation we are 
suddenly warned to beware of the 
mysterious menace of “foreign en- 
tanglements” and to protect ourselves 
against the sinister wiles of an interna- 
tional bank, created and headed by an 
American, which is trying to steal our 
gold from the Federal Reserve System 
and rob the stockings of the aforesaid 
“widows and orphans” of their sav- 
ings. 

After having participated in every 
step of world political and financial 
reconstruction from the signing of the 
Peace Treaty and the establishment of 
the League of Nations down to the 
construction of the Young Plan, we 
are asked to develop a paranoia toward 
all things foreign, to put our heads 
under the voluminous and comforting 
bedclothes of the Saturday Evening 
Post, and to reject the world banker 
and all his works, because this interna- 
tional bank is the vicious offspring of 
the Young Plan, begotten by the Dawes 
Plan, which in turn is the pernicious 
product of an illegal Peace Treaty, 
which concluded a wicked war that 
should never have taken place at all. 
If we were to succumb to infantile 
phobias of this kind, there would ap- 
pear to be only one logical line of policy 
for us to follow. We should immedi- 
ately seek to cure our business depres- 
sion by employing the jobless in build- 
ing a Chinese Wall around the United 
States, and should set the Daughters of 
the American Revolution to making 
bandages and sewing shirts for the 
soldiers in the imminent next war. 


Business Not Decrivep 


The fact is, of course, that folly of 
this kind has no following either in 
Congress or among the business com- 
munity. Whatever inequalities of in- 
ternational prosperity may be en- 
forced by passing political expediency 
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in tariff and immigration policies, the 
dominant and farsighted interests in 
American business life know full well 
that freedom of international capital 
movements and international financial 
codperation will rectify or mitigate 
them in the course of time. They 
know that the only security for the 
existing foreign investments of the 
politicians’ favorite ““widows and or- 
phans”’ lies in the continued flow of 
capital abroad and in the expansion of 
world industry and trade under the 
pervasive influence of these invest- 
ments. They know that our invest- 
ments abroad can be a potential threat 
to world peace and domestic prosperity 
only so far as selfish and shortsighted 
statesmen seek to interfere with them 
and to obstruct their normal develop- 
ment. 

The leaders of American business 
thought, especially in the industries 
that have become most important and 
successful, have stood about as much 
as they can or will stand in the way of 
such political interference. The time 
has come when they will no longer toler- 
ate the obstruction of the natural 
growth of world trade or the sound 
development of domestic business 
through attempted interference with 
vital credit machinery and interna- 
national codperation by politicians who 
appeal to the provincial prejudice and 
the economic ignorance of the electorate 
or to the purblind patriotism of leisured 
ladies of impeccable descent—from 
ancestors who knocked George III 
into a cocked hat for trying the same 


kind of meddling. 


RESPONSIBILITY OF PUBLIC SERVANTS 


In conclusion, let me add _ that 
my occasional references to politicians 
have been meant to include all public 
servants in positions of high authority 
who share and express the views 
mentioned. I hope and believe that 
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they bain mistaken the public to whom 
they are appealing; but even if they 
have not—and they probably know a 
lot more about that than I do—it 
remains their responsibility, even at 
the risk of personal prestige and power, 
to persuade that public to ways of 
thinking conducive to their econ’ 
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welfare. Every incitement to fear or 
suspicion, every disruption of faith 
closes channels of contact, intercourse, 
and coéperation among men, channels 
through which the energies of man 
might be creatively discharged, and 
builds up those frustrations whose 
easiest release today is in war. 


T the time when Walter Bagehot 
wrote his Lombard Street, he 
pointed out that “if you say anything 
about the Act of 1844, it is little matter 
what else you say, for few will attend 
to it. Most critics will seize upon the 
passage as to the Act, either to attack 
it or defend it, as if it were the main 
point.”” With almost equal truth it 
might be said today that if any discus- 
sion of foreign investments includes 
the least reference to the Young Plan 
or the Bank for International Settle- 
ments, that reference will attract by 
far the greater part of the reader's 
attention. 

For that reason alone it would be 
well to omit these matters for the time 
being, and the omission appears even 
more desirable in view of the fact that 
the maximum amount of the issue of 
reparation bonds cannot exceed some 
three milliards ' of dollars, and wil! not 
in the immediate future amount to 
more than a small fraction of that sum. 
These figures appear small when com- 
pared to the aggregate holdings of 
foreign securities in such countries as 
England or the United States, and in so 
far as the reparation bonds do not 
differ materially from any other gov- 
ernmental issues of securities it will be 
more profitable to confine ourselves to 
the wider problems arising from any 
international movement of capital. If 
the problems which we discuss are 
peculiar to the financial liquidation of 


the war, that fact will be immediately 


apparent; but in most cases the prob- 
lems are wider in nature and more 


liard”’ equals one thousand million. 
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permanent in their effects for good or 
evil. 


Tue REASONS FOR FoREIGN 
INVESTMENTS 


All foreign investments are the result 
of the flow of capital from areas where 
it is comparatively plentiful to those 
where it is relatively scarce. At all 
times during the last century and a 
half, it has been possible to divide the 
nations of the world into debtors and 
creditors. The countries included in 
each class have changed from decade 
to decade, but at all times there has 
been a tendency for the newer coun- 
tries, which were engaged in developing 
their own resources, to draw upon their 
wealthier neighbors for the capital 
which they needed. 

Although the subject has been dis- 
cussed over and over again, it may be 
worth while to point out briefly the 
reasons why these wealthier countries 
are willing to export capital. Many 
recent discussions of the subject seem 
to regard the purchase of foreign securi- 
ties as a matter of charity—a philan- 
thropic assistance generously rendered 
by the richer nation to its distressed 
and impoverished sister. Such an 
opinion is very far from the truth, for 
in all cases the movement of capital is 
primarily an economic phenomenon. 
Even in those rare cases in which po- 
litical pressure has sought to direct the 
flow of funds, the reasons which have 
impelled the domestic capitalist to 
purchase foreign securities have been 
economic in their nature. 


In the first place, rates of inte 
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frequently higher in new countries, 


which are inadequately supplied with 
capital, than they are in the older and 
wealthier countries. Even if we de- 
vote our attention to the “widows and 
orphans,” over whom so many crocodile 
tears have recently been shed, six per 
cent is probably more satisfactory than 
five per cent, provided that there is 
equal security in both cases. This 
difference in interest rates has, there- 
fore, been one of the primary reasons 
for international movements of capital, 
but it has not been the only one. 

With the progressive industrializa- 
tion of Western Europe and the United 
States, those areas have come to de- 
pend to an increasing extent upon the 
rest of the world for the supplies of raw 
material required by their industries 
and for the foodstuffs necessary to feed 
their growing populations. To obtain 
those raw materials and foodstuffs, it 
has been necessary to accelerate the 
development of other parts of the world. 
Railways have been necessary to open 
up the wheat fields of Canada; mines 
have had to be constructed to produce 
the tin of the Malay peninsula; and the 
capital required for these developments 
has been readily supplied by those 
countries which depended in no small 
degree upon the increased output of 
the commodities in question. 

Recently a third reason, perhaps 
more important than either of the other 
two, has come into prominence. The 
industrialization of some of the West- 
ern European countries and of the 
United States has proceeded so rapidly 
that their annual output of goods is 
greatly in excess of the capacity of the 
domestic market to absorb them at 
existing wage levels and price levels. 
If the economic system is to be kept 
running at a point approaching its 
maximum activity, foreign markets 
must be found for the surplus goods 
ina But it has become clear 


that, in many cases, the nations 
cannot afford to buy those goods unless 
they are able to borrow the funds 
with which to do so. Capital has 
therefore been exported in large 
amounts to develop foreign markets, 
and it is probable that this reason will 
become of greater and greater impor- 
tance as the years pass. 

Insistence upon these economic rea- 
sons for the movement of capital need 
not blind us to the fact that politics 
has not always been dormant. To cite 
only one example, the political policy 
of France tended to facilitate the sale 
of Russian bonds to French investors 
during the years immediately prior to 
the war. Nor, when we insist upon 
the economic advantages of foreign 
investments, need we close our eyes 
to the fact that in some cases a con- 
flict may arise between the pecuniary 
interests of private individuals and the 
social policy of the government in 
regard to the community as a whole. 
It is possible that a country might be 
better off, from the social standpoint, 
if exported capital had been employed 
in enterprises designed to ameliorate 
the condition of large groups of the 
domestic population; but this question 
is concerned with governmental policy 
and cannot be adequately discussed at 
this point. 

Clearly, the international movement 
of capital is an ancient practice, based 
upon sound economic reasoning. As 
debtor or creditor, almost every im- 
portant country in the world is vitally 
interested in the international capital 
market, and as the economic interde- 
pendence of the various parts of the 
world increases, that market becomes 
of ever greater importance. Naturally, 
the position of a given nation may 
change over a period of time. During 
the half century preceding the World 
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War, the United States had borrowed 


five milliards of dollars to the holders of 
American securities in Western Euro- 
pean countries. On the other hand, 
Germany was, before the war, a credi- 
tor nation but has become a heavy 
debtor during the last ten years. 


heavily and in 1914 she owed some 


current year, and they must be regarded 
as comparable approximations rather 
than as statements of absolute accuracy. 


Tue DANGERS OF 
ForEeIGN INVESTMENT 
The advantages of the export of 
capital are apparent from the preceding 


Postwar NATIONS 


The history of all these changes is 

_ not germane to our present study, but 
‘In order to convey some idea of the 
situation at the present time, the 
i i above tables are offered. The figures 
_ are based upon estimates made by the 
Dresdner Bank for a study which was 
published during the early part of the 


Foreign 
Total Net Balance Investments 
Wealth of Foreign as Percentage 
Investments | of Total Wealth 
113 20.5 18% 
19 3.75 20% 
(in milliards of dollars) 
Postwar Drestor NATIONS 
Total Net Balance Foreign Holdings 
ml. Country = We, ith of Securities as Percentage 
Held Abroad | of Total Wealth 
10.0* 
3.25 
1.25 
1.0 
1.0 
(in milliards of dollars) 
* This figure includes the present value of the annuities due under the Young Plan. ead j 


summary. ‘The creditor country gains 
a higher rate of return and in addition 
she is enabled to develop new sources 
of foodstuffs and raw materials and 
to open up new markets. The debtor 
country, on the other hand, is able 
to obtain the capital which it requires 
to develop its own resources and so 
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to increase its national wealth. More- 
over, the purchase of foreign securities 
adds another strand to the rope which 
binds one country to another; the 
realization of economic interdependence 
tends to be strengthened in both the 
debtor and the creditor countries, and 
to that extent the international move- 
ment of capital is a powerful force work- 
ing towards world peace. 

It would, however, be foolish to ig- 
nore the fact that foreign investment 
may endanger the very peace which we 
wish to preserve, unless we are careful 
to understand and remove the possible 
causes of friction between debtor and 
creditor. In the first place, it must be 
remembered that no man loves his 
creditor. The stories of debtors who 
evade their obligations are numerous 
in all languages, and we must admit to 
ourselves that the general public has 
a sneaking sympathy for the man who 
succeeds in his attempts at evasion. 
There is no doubt that, during the last 
ten years, the emergence of the United 
States as a wealthy creditor country 
has tended to arouse a feeling of an- 
tagonism in the breasts of peoples who 
are less favorably situated. “Uncle 
Shylock” is a caricature that has come 
to represent the United States in the 
newspapers of many foreign nations— 
and if we should turn over the prewar 
files of the same journals we should find 
similar references to England. 

Such an antagonistic psychology is 
not likely to cause a war. In itself, 
it is perfectly harmless and tends to 
diminish in importance with the pas- 
sage of time, provided that there are no 
developments of a serious kind to keep it 
alive. Should the creditor nation be- 
come unpopular for other reasons, the 
feelings of the masses would tend to ac- 
centuate the seriousness of international 
friction, and for that reason we must 
carefully examine the possible causes 
of such friction. 


States is concerned, 


Broadly speaking, there are two out- 
standing dangers in regard to the ex- 
port of capital. On the one hand, there 
is the possibility of repudiation by 
the debtor; on the other, there is the 
possibility that the creditor may at- 
tempt to use her financial influence over 
the debtor for political purposes. 


PossIBILITY OF DEFAULT 
oR REPUDIATION 


Since we are at this time primarily 
concerned with economic factors, let 
us ignore the question of deliberate 
repudiation of foreign debts as it has 
occurred in Russia, for example. But 
even when we ignore matters of po- 
litical policy, and assume that both the 
debtor nation and the creditor nation 
desire the ultimate repayment of the 
loan, there are still economic problems 
to be faced which may cause default 
or repudiation if they are not satis- 
factorily solved. 

Although it may sound platitudinous 
to say so, the ability of one country to 
make payments to a second country 
depends entirely upon the possibility 
of transferring economic wealth from 
the one to the other. Naturally, 
payment might be made in gold, so 
far as theory is concerned, but there is 
not enough gold in the world to meet 
all of the international payments which 
become due each year. In practice, 
therefore, international payments take 
the form of goods or services. If 
Germany has to pay one million dollars 
to the United States, she will, in prac- 
tice, do one of two things. Either Ger- 
many will export goods to the United 
States (or to some country to which the 
United States is indebted) or she will 
entertain American tourists during 
the summer and pay her debts to the 
United States with the funds so re- 
ceived. Other minor channels of pay- 
ment exist, but so far as the United 
the internationa 
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trade in commodities and the annual 
migrations of American tourists rep- 
resent the two major channels through 
which payment might be received. 


Tue “TRANSFER PROBLEM” 


This “transfer problem ’’—the prob- 
lem regarding the adequacy of the 
economic machinery to bear the load 
which we have placed upon it—is much 
more serious today than it was before 
the war. During the latter part of the 
nineteenth century and the first decade 
of the twentieth, the creditor nations 
of the world were old countries which 
had reached a high stage of economic 
development. In almost all cases they 
were industrial nations, with a popula- 
tion greatly in excess of that which could 
be fed by the domestic production of 
food. They were dependent upon the 
rest of the world for food and raw 
materials, and were capable of export- 
ing large quantities of manufactured 
goods. The debtor nations, on the 
other hand, were new countries which 
had not yet reached a high stage of in- 
dustrial development. They needed 
the manufactured articles which the 
creditor countries could supply, and 
they needed them in larger quantities 
than they had immediate funds to 
purchase. Nevertheless, the debtor 
nations were able to produce and export 
large quantities of the foodstuffs and 
raw materials which the creditor coun- 
tries needed. 

The two groups of countries were 
therefore able to supplement one 
another. To take a single example, 
England suppiied capital to Argentina 
in the form of railroads, public build- 
ings, and machinery which were needed 
for the development of the country. 
At a later date, Argentina was able to 
pay interest on the loans and ul- 
timately to repay the principal by ex- 
porting to England the grain and meat 
which the latter needed. Before the 
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war, the debtor countries of the world, 
in the majority of cases, exported more 
than they imported, and the export 
surplus consisted of those commodities 
which the creditor countries desired 
to import. Conversely, the creditor 
nations tended to have an import sur- 
plus, for by importing more goods than 
they exported, they were able to reap 
the fruits of the capital which they had 
previously exported. 

It was natural that, in such a situa- 
tion, the transfer problem should not 
appear very serious, and for that reason 
many people did not realize that it 
existed. Unfortunately, this is not the 
case at the present time. Several of 
the debtor countries are highly in- 
dustrialized. Germany, the most im- 
portant among them, is one of the great 
industrial nations of the world; the 
products which she exports are not sup- 
plementary to those of her creditors, 
they are directly competitive. More- 
over, Germany and some of the other 
postwar debtors do not have an export 
surplus. They still import each year 
substantially more than they export 
and there are no immediate signs of any 
change in this condition. 

In view of this situation, it has be- 
come increasingly necessary to study 
the “capacity to pay”’ of the borrowing 
country. Should the total debts of any 
nation grow to such a size that it should 
become impossible to repay them 
through the operations of interna- 
tional trade, a partial or total repudia- 
tion would be the inevitable conse- 
quence. But any repudiation is likely 
to produce international friction, and 
in order to avoid that possibility it is 
necessary to inquire, in regard to any 
particular foreign loan, what effect it 
will have upon the trade balance of 
both the debtor and the creditor 
countries. 

To take a single illustration, if Ger- 
many should borrow from the United 
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States in order to develop hydraulic- 
electric generating stations, it may be 
that the result would tend to diminish 
Germany’s imports of coal or to aug- 
ment her exports of that commodity. 
In such a case, the foreign loan would 
automatically provide the means by 
which it could be repaid. There are, 
however, many cases in which no such 
results accrue from the transaction, 
and the total volume of loans which do 
not exercise a favorable influence upon 
the trade balance of the debtor should 
be carefully limited. 


DANGER IN CURRENCY INFLATION 


Repudiation or default may also be 
caused by inflation of the currency of 
the debtor country, produced as an 
indirect result of the flotation of se- 
curity issues in foreign money markets. 
When a German enterprise or munici- 
pality floats a bond issue in New York, 
it may use the proceeds to make pay- 
ments in the United States or to pur- 
chase goods in the American market. 
In a large number of cases, however, 
the borrower does not need American 
goods and has no payments to make in 
this country. He needs funds in 
Germany with which to meet his com- 
mitments in the domestic market, and 
in order to obtain these funds he sells 
to his banker drafts drawn against the 
proceeds of the loan in New York. 
This dollar exchange ultimately finds 
its way to the central bank, where it 
augments the reserve and so renders 
possible an increased extension of both 
credit and currency. That this process 
has actually occurred in Germany, is 
pointed out by Dr. Hjalmar Schacht 
in his excellent study of The Stabiliza- 
tion of the Mark. 


A comparison of the import figures with 
the amount of foreign loans taken up shows 
that, with slight variations, the amounts 
of imports remained stationary while the 
amount of foreign loans continually in- 
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creased. This means that the foreign 
money was not devoted in its entirety to the 
financing of imports, but was used to a 
considerable extent for internal purposes 
and converted into German currency at 
the Reichsbank. 


Time and again the world has had 
abundant evidence of the danger to 
the economic stability of a country 
which inflation produces, but with the 
example of the German debacle so 
green in our memories it is not neces- 
sary to elaborate on this theme. 
Clearly, the debtor nation must con- 
sider not only the transfer problem but 
also the possibility of inflation if it is 
to save itself from the een 
of default or repudiation. 


CrepiTor Nation Must 


Co6PERATE COMMERCIALLY 


It may be well to suggest at this 
time that the commercial policy of the 
creditor nation may also make it dif- 
ficult for the debtor nation to meet its 
obligations. We have already seen 
that the creditor must receive payment 
in goods or services, or, stating the 
matter in another fashion, that the 
creditor country can only receive pay- 
ment if its imports, in the broadest 
sense of the word, exceed its exports. 

Now, this question is of particular 
importance in view of the present situa- 
tion in the United States. Although 
this country is second only to England 
as a creditor of the world, the United 
States is still exporting each year several 
hundreds of millions of dollars’ worth 
of goods more than it imports. More- 
over, the tariff, which has received so 
much attention in Washington during 
recent months, appears to aim at 
decreasing the imports of this country 
still further, in order to maintain a 
mythical protection of infant indus- 
tries that have already grown into 
lusty giants. 

In view of this situation, it must be 
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which it presides. 
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emphatically pointed out that America 
cannot receive payment, either of in- 
terest or principal, upon the foreign 
bonds which its citizens hold, so long 
as it persists in its traditional policy 
of tariff protection. If this country 
wishes to receive payment, it must 
make it as easy as possible for the 
debtor nations to export their goods; 
for the more barriers there are to the 
development of international trade, 
the greater will be the possibility of 
default or repudiation on the part of 
the debtor nations. From this angle, 
reparation payments and private in- 
ternational loans are on exactly the 
same footing. Both must be con- 
sidered from the economic viewpoint, 
since both must be met through the 
regular machinery of international 


trade. 


GOVERNMENTAL Poticy REGARDING 
Foreign Loans 


The seriousness of these problems 
has led the national governments of 
both debtor and creditor countries to 
pay increasingly close attention to the 
question of foreign loans. Obviously, 
it is necessary to safeguard the finan- 
cial interests of the country in such a 
way as to minimize the possibility of 
friction with other countries, and the 
national government of each country 
is best fitted to perform this task. 
Naturally, the policy adopted and the 
machinery by which it is carried into 
effect will differ considerably from one 
country to another, but it may be of 
interest to cite briefly the examples of 
one debtor and one creditor country. 

In the case of a debtor nation, the 
aim of the government is naturally the 
maintenance of the financial solvency 
of the country over the destinies of 
The problem is so 
to control the total volume of capital 
which is borrowed from abroad as to 
prevent the piling up of unnecessary 


and impossible debts. To this end, the 
German Government under the law of 
March 21, 1925, established the Bera- 
tungsstelle, composed of representatives 
of the Minister of Finance, the Minis- 
ter of Economics, the Reichsbank, the 
presidents of the Prussian State Bank 
and the Bavarian State Bank, and a rep- 
resentative of the state from which 
the application comes. This board 
has no mandatory power, but its deci- 
sions are usually accepted. It is set 
up for the purpose of inquiring into 
the desirability of floating loans in 
other countries, and 


in its deliberations on foreign loans it al- 
ways takes into consideration, among other 
matters, whether the terms of the loan 
offered by the foreign bankers are satis- 
factory; whether the proceeds of the loan 
are to be used for productive purposes; 
and especially, whether the total amount of 
foreign loans approved or the number of 
applications submitted has reached a 
figure which in the interests of the currency 
or of the loan terms which it is desired to 
obtain, should not in the meantime be ex- 


ceeded.? 


Crepitor Country’s More 
DIFFICULT 


The government of the creditor 
country has a more difficult task to 
face, partly because the problem is 
more complex and partly because its 
financial power must be used diplo- 
matically and with the utmost discre- 
tion. In regard to the immediate aims 
of foreign loan control, the government 
of the creditor country must first of all 
prevent the export of capital to coun- 
tries which might be compelled to de- 
fault because of excessive borrowing, 
and secondly it must decide whether 
or not the capital which is to be ex- 
ported could be used at home with 
greater ultimate benefit to the com- 
munity as a whole. 


2 Maddenand Nadler, Foreign Securities, p. 213. 
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The second of these problems has 
received very little attention up to the 
present time, and indeed the whole 
question of control by the creditor 
country has only been taken in hand 
spasmodically—usually in an unofficial 
manner. To take the case of the 
United States, the State Department 
announced in a press release of March 
$, 1922, that 


the flotation of foreign bond issues in the 
American market is assuming an increasing 
importance and on account of the bearing 
of such operations upon the proper conduct 
of affairs, it is hoped that American con- 
cerns that contemplate making foreign 
loans will inform the Department of State 
in due time of the essential facts and sub- 
sequent developments of importance. Re- 
sponsible American bankers will be com- 
petent to determine what information they 
should furnish and when it should be sup- 
plied. . . . The department believes that 
in view of the possible national interests 
involved it should have an opportunity of 
saying to the underwriters concerned, 
should it appear advisable to do so, that 
there is or is not objection to any particular 
issue. 


The whole arrangement is very 
vague and informal but there is no 
doubt that the State Department has 
passed upon all of the foreign loans 
that have been floated in the United 
States during the last few years and 
that, in some cases, American bankers 
have been deterred from handling 
particular issues because of their 
knowledge of the disfavor with which 
these issues were regarded by the Ad- 
ministration. 


CONCLUSIONS 


It is apparent from this brief survey 
that the international movement of 
capital is of tremendous economic 
benefit to the individual countries con- 
cerned, and to the world as a whole. 
At the same time, however, it is clear 
that international loans give rise to 


serious problems which must be han- 
dled by the governments of the coun- 
tries concerned, in the absence of any 
other authority with sufficient wisdom 
and power to deal with them. While 
the control of foreign loans on the part 
of the debtor nation is not likely to 
give rise to any serious international 
friction, the same cannot be said in the 
case of the creditor nations. These, 
on account of their financial prestige, 
occupy a more important place in the 
family of nations, and if their favors 
are not distributed impartially, serious 
discontent may arise. Moreover, the 
control of foreign loans by the creditor 
must be kept scrupulously free from 
questions of politics, the need of the 
weaker country for capital must not 
be used as a club, nor must the creditor 
attempt to use its financial power to 
establish a political dominion over its 
debtor. If political motives of this 
kind exist in the control of foreign 
loans, international friction is inevitable 
and may lead to very serious conse- 
quences. 

Fundamentally, the recent increase 
in the volume of international invest- 
ments is one indication of the increasing 
economic interdependence of the vari- 
ous parts of the world. This aspect 
of the problem is of particular impor- 
tance to the United States, since it 
indicates the impracticability of the 
mythological tradition of violation 
which this country inherited from its 
first President. America is not iso- 
lated at the present time, and cannot 
be. The huge volume of foreign in- 
vestments which she has acquired 
during the last decade was not pur- 
chased from any motives of charity. 
Foreign investment and foreign trade 
grow hand in hand, and both are of 
vital importance to the industrial or- 
ganization of the country. 

These facts have long been known to 
the business men of the country, it is 
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only which is still 
hiding its head and meditating upon 
the prophetic ability of George Wash- 
ington. What is sadly needed is a 
reconstruction of the entire foreign 
policy of the United States—a recon- 
struction which is soundly based upon 
the economic realities of the present 
situation. Only in that way can the 
benefits of foreign investments to this 
country be maximized and their danger 
to the whole world reduced to a mini- 
mum. 

In conclusion, let us turn to the 
words of one of the most distinguished 
of America’s business men. In his 
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recent address to the students of the 
University of California, Mr. Owen D. 
Young pointed out that 


America is too rich to be loved. She is 
well enough off to be envied. The attitude 
of the world toward her will be largely 
influenced by her spirit. If it be one of 
selfishness in isolation, she will have failed 
in her great responsibilities. If it be one 
of boastfulness in her success, she will have 
misused the things which God has given her, 


It is in the light of such an opinion 
that we must weigh the benefits and 
the dangers of America’s foreign 
investments. 
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AM asked to consider the subject of 
the supply of the most important 
raw materials and the demand for 
them. At once the question arises 
which materials are the most impor- 
tant? The vital necessities of a nation 
at one time are the incidentals of an- 
other day. The progress of research 
often creates a demand for a new ma- 
terial which was before unknown but 
soon may be essential. Again, we 
must think for what purpose the ma- 
terials are wanted. Are quinine, cam- 
phor, or iodine more or less important 
than chromium, nickel, or vanadium? 
All these are raw materials which we 
do not produce but for which there is 
constant demand. 

The discussion of our needs of raw 
materials is confused and no broad 
information concerning the whole sub- 
ject is easily available. Little seems 
’ known of the actual facts, though they 
are of public record. Statements from 
serious sources are often published 
which are at variance with each other. 
Let us look at some of them. 


CONTRADICTORY VIEWS 
Mr. Bertrand Russell writes in his 
book, The Prospects of Industrial 


Civilization : America is self-supporting 
in all the necessaries of peace and war, 
both industry and agriculture can be 
preserved in almost complete efficiency 
without commerce with any other 
continent.” This reminds me of a 
member of the House of Representa- 
tives who said: “What do we trade 
abroad for, why don’t we trade here at 
home among ourselves?” But Mr. 


By C. 
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Russell is not alone. In the Landmark 
for February, 1929, an editorial writer 
speaking of a recent visit to us of of 
British journalists, who were guests of => 
the Carnegie Endowment for Interna- 
tional Peace, said: “They saw that 
economically America is an absolutely 
self-sufficing country which could exist 
in prosperous independence whatever 
cataclysm overwhelmed the rest of the 
earth.” 

On the other hand, the Economic 
World in September, 1924, said: “We 4 
have today great industries whose very =| 
life depends upon abundant supplies of 
raw materials which this country does 
not produce.” Professor C. K. Leith, 
when writing for Foreign Affairs in — 
July, 1925, said: 


The public might well know more gen- 
erally both for reasons of self-interest and j 
for the sake of international accord just _ 
what materials our country has in excess, 
what must be secured from foreign sources, 
where they can be secured, what are the 
vital needs of other nations and what im- 
portant explorations are now under way in 
various parts of the world. Our experi- 
ence during the war demonstrated clearly 
that the United States was not acquainted 
with these facts. In this lack of perspec- 
tive, the United States already is far behind 
many other nations whom necessity has 
taught to study these problems. 


Our own Government issues state- 
ments which are not in accord. The 
Department of Commerce in Novem- 
ber, 1925, said: “‘The United States is 
largely self-sustaining, only a small 
proportion of its consumption require- 
ments being covered by imports.” 


ay 


Yet, in the previous year Colonel Fer- 
guson of the Engineer Corps, address- 
ing the General Service Schools at Fort 
Leavenworth mentioned 


Thirty specific materials which are called 
strategic because they are essential to the 
prosecution of war and because we either 
do not produce them at all or can supply 
them only in quantities which are insuffi- 
cient even for peace. These materials are: 
antimony, camphor, chromium, coffee, 
cork, graphite, hemp, hides, iodine, jute, 
flaxseed, manganese, manila fiber, mica, 
nickel, nux vomica, opium, platinum, 
potassium, quicksilver, quinine, rubber, 
shellac, silk, sodium nitrate, sugar, tin, 
tungsten, vanadium, and wool. 


It would be well if every American 
citizen would carefully read this list 
and calmly consider the facts that lie 
behind it. It is not a mere estimate 
with a possible doubtful personal equa- 
tion. It is a carefully prepared official 
statement based on the experience of 
the War Department. It deals with 
realities. As it takes no account of 
civil needs, certain commodities are 
omitted from it which are important to 
our people. Tea is not included, nor co- 
coa, chocolate, linen, cocoanut oil, tung 
oil, newsprint paper, pulpwood, or wood 
pulp. Nothing is said of tanning 
materials or bristles or the necessary 
materials for making hats. The list 
does not mention asbestos or rattan or 
many things requisite for telephones, 
electric lamps, and radio apparatus. 
It says nothing of castor oil, used for 
lubrication of airplane engines, or of 
tapioca, which is found on the back of 
every postage stamp, and it is silent on 
the general subject of gums. 


Economic INDEPENDENCE UNTRUE 


Small wonder that Secretary of War 
Weeks pointed out that while men in- 
sure their lives and property, they have 
never yet insisted that the nation shal! 


have they remembered that in taking 
them they must look to all parts of the 
globe for the means of doing so. Many 
of the necessary materials for war come 
from far away—one third of them 
from Asia—and every continent is 
concerned, together with Australia, 
the Philippines, and the Islands of 
Oceania. 

The subject of American economic 
weakness is not a popular one. It 
seems to be the truth that most of us 
prefer to live in a fools’ paradise, acting 
more or less like the alleged ostrich 
with his head in the sand, and basing 
our national foreign policy on assump- 
tions which lack foundations. Thus, 
says an authority: 

The United States produces 60 per cent 
of the world’s pig iron output, 53 per cent 
of copper, 43 per cent of coal, 72 per cent of 
petroleum, 52 per cent of cotton, 52 per cent 
of lumber, and we have 40 per cent of the 
world’s developed water power. Yet our 
most important resources have scarcely 


been touched. 


This sounds imposing, but it is less so 
when we learn that it is necessary to 
import, as in 1929, over 400,000 tons of 
manganese to make steel, over 420,000 
tons of burlap for use in carpets, oil- 
cloth, and linoleum, as well as over 
22,000 tons of newsprint paper, pulp- 
wood and wood pulp for every working 
day in the year. 

We are poorly supplied with fibers, 
having sufficient of but one, viz., cot- 
ton. Flaxseed is grown for linseed oil, 
not for linen, and our native supply is 
so short that last year we imported 
over 67,000 tons, an increase of more 
than twenty-five per cent over the 
average for the previous five years. 
There was a crisis during the war for 
lack of sisal or henequin fiber, and our 
ability to harvest our wheat was in 


danger through the temporary refusal 


of Mexican authorities to allow ship- 


ments to us. Last year we imported 
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over 150,000 tons for use in binding 
twine and similar purposes. 

We look to the forests of Malaya for 
rattan, and are apt to forget that every 
cane chair seat in this country origi- 
nated in or near the Malay Peninsula. 
Shellac is a necessity in many industries 
and it has not been found possible to re- 
place it by any synthetic substances. 
It is used in paints and varnish in many 
ways, in leather dressing, and water- 
proofing; it is found in oilcloth, lino- 
leum, trunks, picture frames, and as an 
ingredient in paints for the hulls of steel 
vessels. It would be interesting for 
any man to see if he can pass a day 
without employing shellac in some one 
of the countless forms in which it 
finds use. It all comes from a small, 
orange-red insect, a native of India. 
Last year, we required over fifty 
thousand tons of this and other varnish 


gums. 


Tue LEATHER INDUSTRY 


Hides are a by-product of the pack- 
ing industry. We are, to be sure, the 
largest leather-making and _leather- 
using nation in the world, and we ex- 
port much leather. We still are an 
important source of hides and of some 
skins, though this must be said with 
marked qualifications and with the 
fact in mind that our production of the 
raw materials falls far short of domestic 
manufacturing requirements and would 
be hopelessly inadequate in time of war. 
In 1929 we were obliged to import over 
515,000,000 pounds of raw hides and 
skins—an increase over the average for 
the prior year of twenty-six per cent. 

The literature of the Tanners’ Coun- 
cil speaks vividly on the subject. The 
president of the National Association 
of Importers of Hides and Skins, in 
writing on the source of supplies, tells 
his audience that he will take them on a 
tourist party around the world to get a 
bird’s-eye view of the primary markets. 


CompetiTION FoR Raw MaTERIALS 


He does not exaggerate; we drew these 
materials in February of 1930 from more 
than sixty different countries. The 
Department of Commerce makes the 
statement: 


The United States, which tans at least 
fifty per cent of the world’s leather output, 
is dependent upon foreign countries for the 
larger part of its raw material. Nearly 
half of the cattle hides and calfskins are im- 
ported and almost all the sheep, lamb, goat, 
and kid skins. Cattle hides come chiefly 
from South America, the bulk of the calf- 
skins from European countries, goat and 
kid chiefly from British India and China, 
and sheep and lamb from New Zealand and 
South America. 


When we receive this mass of ma- 
terials amounting to over 250,000 tons, 
what should we do with it without an 
adequate supply of tanning materials? 
No one knows better than our tanners 
what was the tragic meaning of the 
chestnut blight, or understands more 
clearly that the reproduction of hem- 
lock and oak has failed to keep pace 
with the growing needs of our tanneries. 
Nor does Washington hold illusions on 
a subject so vital to American life and 
industry. So we reach out all over the 
world for the tanning supplies we need 
but cannot ourselves provide. 

Having searched the earth for the 
basis of leather, we must make a simi- 
lar journey for the means of tanning it. 
In this latter effort we shall visit India 
for myrobalans, Italy for sumac, and 
Argentina for quebracho (over ninety- 
six million pounds of this last year). 
Turkey, Greece, and Italy will also 
supply us with valonia, and the Malay 
Peninsula will provide us with gambier. 
We have by no means exhausted our 
list, especially when we recall chromium 
from Rhodesia, British India, Cuba, 
Greece, French Oceania, and the Union 
of South Africa. A pair of shoes or a 
lady’s handbag may thus represent a 
large part of the world. 
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MILEs oF SAUSAGE CASINGS 


There are humors in the import of 
supplies. The common sausage is one 
of the most international articles in the 
world. Truly, the American hog in 
this matter goes to great lengths. 
Ladies are accustomed to buy sausages 
by the pound but they would touch 
actualities more closely if they were 
purchased by the mile. No city has so 
many streetsthat their aggregate length 
would exceed that of our yearly sau- 
sage product. The boundaries of no 
nation are so extensive that annually 
our connected sausages would not sur- 
round them. Indeed, their extended 
length would encompass the globe 
many hundred times and would suffice 
to connect us with the moon. It can 
be the boast of the American sausage 
that only astronomical distances are 
comparable to its outreach. 

Say you this is nonsense? It is not; 
it is reality. The head of a great pack- 
ing house says that there are not 
sufficient quantities of sausage casings 
produced in this country to supply the 
demand, so we hunt for them al! the 
worldover. Wedrewthemin1928from 
forty-three countries, a total extent of 
over seventeen million pounds. That 
may not seem so large, only a matter of 
8500 tons. But come back to our 
packing friend; he tells us the casings 
are handled a hundred yards to the 
bundle, each bundle weighing about 
one pound. Therefore, seventeen mil- 
lion pounds are in reality 1,700,000,000 
yards, which is 5,100,000,000 feet; or, 
in more convenient phrase, approxi- 
mately one million miles of sausage 
_ casings; some years it has exceeded 
that. 

On the other hand we export these 
casings in even larger quantities than 
we receive them. We are, therefore, 
the sausage mongers of the world. ‘The 
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reason for the paradox of exporting and 
importing sausage casings by the hun- 
dred thousand miles in both directions 
lies in the fact that while we have not 
enough of some kinds, we have too 
much of others. 


StrronGc REASON FoR PEACE 


It would be easy to prolong this 
sketch, to speak of the interminable 
length of straw hat braids, which we 
bring from China, Japan, and Switzer- 
land by the many thousands of miles. 
Enough has been said, however, to give 
an insight into a phase of our interna- 
tional relations which is all too little 
known. As the demand grows, our 
dependence on the world increases. 
It rises from and is a corollary of the 
high standards of living of which we are 
so justly proud. At times the call 
diminishes for one supply but it in- 
creases for another, or a new demand 
arises. 

The teaching from the facts is that 
we are knit to all of the world by ties 
which must not be broken unless we are 
prepared to pay the price of sacrifices 
in every home. Of course, it is well to 
develop our own resources and so to be- 
come economically free as we are po- 
litically, but this economic freedom can 
only be achieved at a cost which no one 
would venture to propose our paying. 

No one can contemplate the facts 
laid before you or the much greater 
portion of facts which has been omitted 
without becoming a strong devotee of 
peace. A little glimpse of what might 
occur were the seas closed to the trans- 
portation of our needed supplies cameto 
those who were in intimate contact 
with affairs during the world war. The 
conditions have become more intimate 
since that time and are now such that if 
our necessary supplies were cut off, we 
as a nation should soon suffer sadly, 
even were not a shot fired. 
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MONG the economic issues enter- 
ing into post-war international 
discussion, few have been more promi- 
nent than those relating to the distri- 
bution of raw materials,/ These issues 
have assumed varied forms, but they 
all rest on one basic fact. The supply 
of essential raw materials is likely to 
be geographically separated from the 
places of chief demand. Hence, those 
nations which are dependent upon 
others for their requirements are in a 
position where their prosperity, and 
sometimes even their safety, may 
hinge upon reasonably easy access to 
such supplies. 

This dependence upon foreign sup- 
plies is, of course, as old as international 
trade. But in recent years its results 
have been intensified by two tenden- 
cies: one, the rapid growth of this 
economic interdependence, as a phase 
of modern industrial development; the 
other, the increased obstacles placed 
in the way of satisfying the require- 
ments of the importing countries. The 
clash of these two opposing tendencies 
has given the whole problem of raw ma- 
terials a new and an ominous political 
significance in international relations. 
To this result the world war, of course, 
contributed. In the exaggerated eco- 
nomic nationalism of the post-war 
period, restrictions and the fear of 
further restrictions upon access to 
raw materials have been a source of 
constant anxiety and hence a threat 
to the maintenance of peaceful com- 
mercial and political relations. 

Among such restraints none have 
been more provocative of friction than 


Control of Exports of Raw Materials: an 
International Problem 


By Lynn Ramsay EpMINSTER 
Brookings Institution, Washington, District of Columbia 


those maintained or fostered by gov- 
ernments themselves. Governments 
have increasingly resorted to practices 
tending to limit exports by making 
more stringent the terms on which 
they can be procured. Especially has 
there been a tendency to do so in re- 
spect to raw materials of which one 
country possesses a partial or complete 
monopoly. 

There has been a marked develop- 
ment of such controls since the turn of 
the century. This, however, cannot 
be wholly indicated by a mere counting 
of numbers. For while the number 
has indeed increased, there has also 
been a development in technique and 
in scope of control that cannot be thus 
measured. Out ef a list of some 
eighteen or twenty controls that are 
now in effect, or have very recently 
been in effect, only five had taken 
definite form before the turn of the 
century.' But this does not take into 


1 The list includes natural camphor, cinchona 
bark, citrate of lime, coffee, long staple cotton, 
Greek currants, Kauri gum, mercury, nitrate, 
pearlshell, potash, pulpwood, quebracho, rubber, 
sandalwood, silk, sisal, sugar, sulphur, and tin. 
As regards rubber, restriction was abandoned in 
1928, but a private agreement between British 
and Dutch growers has just been announced. 
Cuban sugar was controlled only from 1926 to 
1928. Cinchona bark and quebracho have been 
subjected to private rather than government 
control. Various other commodities such as 
manila hemp, hides and skins, and palm kernels, 
constitute instances in which control in the form 
of colonial discriminatory export duties pre- 
vailed for a time but was eventually abandoned. 
Of the first group of commodities here listed, there 
were five over which control had taken definite 
form before the turn of the century; namely, 
nitrate, potash, camphor, currants and mercury. 
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account increasing participation by 
governments, improving technique, or 
extension of scope of control activities 
beyond national boundaries as compe- 
tition from external sources has de- 


veloped. 
Types or CONTROL 


In regard to purpose, there are three 
main types of control: (1) those of 
which the chief object is to obtain 
public revenue; (2) those of which the 
primary purpose is to maintain or in- 
crease the profits of the producers of 
the raw material; and (3) those de- 
signed to foster and extend domestic 
manufacturing industry. 

Perhaps the best illustration of the 
first type—that is, where the chief ob- 
ject is to raise revenue—is the control 
exercised by the Chilean Government 
over the Chilean nitrate industry. 
The Government has for years levied 
an export duty which, when Chilean 
money is at par, amounts to $12.34 a 
long ton. For a long time this sup- 
plied about half the Chilean revenue, 
and it still furnishes about a fourth. 
At the same time, the Government has 
approved, encouraged, and participated 
in the monopolistic organization and 
operation of the industry. The Gov- 
ernment is officially represented on the 
Board of Directors of the Chilean Ni- 
trate Producers’ Association and wields 
a decisive influence in determining the 
policies of the Association, including 
the fixing of prices. In many other 
ways, also, its paternalistic attitude has 
been manifested. Another illustration 
of this same type of control is the Jap- 
anese camphor monopoly, the profits 
of which are a direct source of govern- 
ment revenue. 

The second type of control—that is, 
where the main purpose is to maintain 
or increase the profits of the producers 
—appears in many variations. But its 
central characteristic is government 
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support of measures designed to enable 
the producers to obtain higher prices 
than they would otherwise receive for 
their product. There is a wide range 
of activities that are designed in greater 
or less degree to achieve this purpose. 
At one extreme is the comparatively 
innocuous and generally accepted prac- 
tice of merely publishing and dissemi- 
nating statistics bearing on supply and 
demand conditions and perhaps giving 
some interpretation of them. At the 
other extreme is the adoption of official 
measures restricting output and ex- 
ports in such a way as to yield the 
greatest profit to the producers. Ex- 
amples of the latter are the Franco- 
German potash combine and the recent 
British restrictions on rubber. 
Between the foregoing limits there is 
an ascending scale of activities. These 
activities include legislation designed 
to facilitate codperative action by pro- 
ducers in producing and marketing 
their crop. They include special credit 
facilities designed to enable producers 
to withhold supplies from the market. 


And they include the actual purchase 
and withholding of supplies by the 
government itself in an effort to bolster 
prices, of which perhaps the most fa- 
miliar illustration is the valorization of 
coffee by Brazil. Other illustrations 
are the purchase of cotton by the Egyp- 
tian Government and of cocoa by 
Ecuador. 

The third type of control is that 
where the object is to promote domestic 
manufacturing. Through export du- 
ties or other export restrictions on raw 
materials, governments seek to favor 
domestic industries using a particular 
raw material by enabling them to get 
it at a lower price than foreign manu- 
facturers have to pay. Such restric- 
tions are more likely to prevail in the 
newer countries, whose local industries 
may thus be built up on monopoly of 
the manufacture of a highly localized 
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raw material. Sometimes the restric- 
tions are designed to promote manufac- 
tures wholly within the political area 
where the raw material is produced, as 
for example the Canadian restrictions 
on exports of pulpwood. Sometimes 
they are employed also to favor the 
manufacturing industry of the mother 
country, as in the case of the British 
preferential export duties on tin ore in 
the Straits Settlements and in Nigeria. 
Other illustrations in this class are the 
Spanish and the Portuguese export 
duties on cork; the preferential export 
duties which for a time were levied by 
Great Britain on Indian hides and skins 
and on West African palm kernels; 
and the remission, on shipments to the 
United States, of the Philippine export 
duty on manila hemp from 1902 to 1913. 


RESULTS OF CONTROL 

So much as regards types. Now as 
to results. What evidence is there that 
consuming countries have beeneunduly 
exploited by such controls? How suc- 
cessful have they been from the stand- 
point of the producing countries, and 
how burdensome to consumers? 

There has been a vast amount of bias 
in past discussion of the effects of con- 
trol. In some countries there has been 
a popular disposition, frequently en- 
couraged by the government itself, 
to condemn control as wholly preda- 
tory in purpose and method and to ex- 
aggerate the burden that results from 
it. Even economists have sometimes 
had difficulty in maintaining an ob- 
jective attitude. Some have been 
obviously influenced by the righteous 
indignation which they have felt con- 
cerning such restrictions. Others have 
distinctly minimized the burden in an 
effort to show that it has been exag- 
gerated—that the evil, if it be one, is 
largely self-corrective. One need not 
be able to measure the burden with pre- 
cision in order to note these evidences 
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of bias. On one point, however, there 
is evidently agreement. No one ap- 
pears to have denied the sinister sig- 
nificance, from the standpoint of world 
peace, of the misunderstanding and the 
hostility which the restrictions have 
created. 


Economic Errects oF CONTROL 


Examination of a series of important 
and presumably typical cases discloses 
that although the success of control 
has varied in individual instances and 
at different times, nearly every case of 
control has had some measure of suc- 
cess and some have been highly suc- 
cessful. It is possible here, however, 
to present only a few illustrations se- 
lected from the main body of evidence. 
A more complete account is soon to ap- 
pear in book form as a publication of 
the Brookings Institution, under the 
coauthorship of Dr. Benjamin B. Wal- 
lace and myself. 

Take, for example, Chilean nitrate. 
The Nitrate Association has always 
fixed the price at the highest point 
which in its judgment the traffic would 
bear, and the state has long collected a 
very high export duty. Contrary to a 
widely held impression, the foreign 
consumer has not borne all the burden 
of the export duty. Nevertheless, the 
evidence reveals that monopoly profit 
and state revenue have together been a 
large element in the prices charged in 
the past. An investigation by the 
Chilean Government revealed that 
from 1920 to 1927, profits averaged for 
one important group over fifty per cent, 
for another from twenty-five to fifty 
per cent, and for most of the remainder 
from ten to twenty-five per cent. 

Other instances may be cited. In 
the case of the Japanese camphor 
monopoly, the data on prices and 
profits indicate that for many years the 
Japanese Government made large mo- 
nopoly profits from its control of this 
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served to bolster prices. — 
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industry; though recently its power 
has been curbed by competition from a 
new source. In the case of potash 
there has been no such check. For a 
time after the war, competition threat- 
ened from the newly acquired French 
mines in Alsace, but this prospect 
was soon halted by the formation of 
the Franco-German potash combine. 
At the same time a thorough reorganiza- 
tion of the German industry, involving 
the shutting down of a vast number of 
inefficient mines, has resulted in greatly 
reduced costs. However, the reduc- 
tion has not been reflected in any de- 
crease of prices, hence profits have 
been high. In 1928, the rate of earn- 
ing appears to have averaged some- 
where between twelve and twenty-two 
per, cent on total investment—a much 
higher rate than the average for Ger- 
man corporations. 

Another example is coffee. Every 
one of the three valorizations of coffee 
by Brazil between 1905 and 1923 ap- 
pears to have secured for the Brazil- 
ians higher, and also more stable, prices 
than would have presumably prevailed 
in the absence of government interven- 
tion. The same thing is true of the 
somewhat different type of restrictions 
in force in Brazil since 1924, known as 
permanent defense. By limiting ship- 
ments from plantation to port and by 
close supervision over stocks and sales, 
the Brazilian Government was for sev- 
eral years successful in maintaining 
prices on a high level despite large fluc- 
tuations in the crop. Ultimately the 
stocks in the interior became too for- 
midable and available credit too scarce 
to maintain prices. In the fall of 1929 
prices fell, and they have remained low 
since that time. What will be the out- 
come of present efforts to restore the 
situation remains to be seen; but for 
five years the restrictions under the 
so-called defense scheme undoubtedly 
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Then there is the notorious case of 
rubber. Because the Stevenson Plan 
was ultimately abandoned, many have 
jumped to the conclusion that it failed. 
Evidence reveals that the restriction 
resulted in large profits to the planters 
while the plan was in operation. It is 
true that prices would presumably have 
recovered in considerable degree in 
1922-1925 even had there been no re- 
striction, since there was a large in- 
crease in the demand for rubber. Yet 
there is no reason whatever to suppose 
that they would have risen to such ex- 
orbitant levels as were actually at- 
tained in 1925-1926 had it not been for 
the limitation of output and the specu- 
lation to which the Act led. Though 
it had been claimed when the Act went 
into effect that the industry was on the 
verge of ruin, the available data on 
costs and earnings do not sustain the 
claim. Even the low prices of 1921 
and 1922 were not below the costs of 
most ef the rubber companies, and 
there had been no failures in Malaya. 
In the fourteen-year period ending in 
1922, fifty-two representative com- 
panies had made an average return of 
twenty-five per cent on their issued 
capital and had paid average dividends 
of twenty-two per cent. 

Far from stabilizing conditions in the 
industry, the rubber restriction may 
be said to have unstabilized them. 
The users of rubber, particularly in 
the United States, carried a heavy bur- 
den. It is possible that consumers are 
now being compensated in some meas- 
ure by low prices that may be attrib- 
uted in part to the stimulus to world 
productive capacity imparted by the 
Restriction Act. But it is certain that 
in its immediate effects, the Act was 


highly burdensome. 


or CONTROL SUCCESSFUL 


It is true that competition from ex- 
ternal sources and from substitutes has 
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in many instances considerably miti- 
gated the effects of control, and this 
has given rise to a widespread impres- 
sion that the policy has generally been 
a failure. For example, the rapid 
increase in the production of synthetic 
and by-product nitrogen in recent 
years, to the point where such nitrogen 
furnishes about three fourths of the 
world’s total, has definitely weakened 
the position of the Chilean industry. 
The same is true of camphor: the syn- 
thetic product, made chiefly in Ger- 
many, has become a formidable com- 
petitor with the natural variety. In 
the case of coffee, the Brazilian indus- 
try has not kept pace with the growth 
of the industry in outside areas, par- 
ticularly in Colombia and Central 
America. This growing competition, 
together with the recent collapse of 
prices, naturally raises a doubt as to 
the ultimate efficacy of the Brazilian 
restrictions. And in regard to rubber, 
it is history that the Stevenson Act was 
ultimately abandoned, owing in large 
measure to the growth of competition 
in the Dutch possessions. 

It is a mistake, however, to assume 
from such evidence that the policy of 
control has been a failure and is now 
passing into the discard. Competition 
has mitigated but has not eliminated 
its effects. Far from abandoning con- 
trol of the Chilean industry, the Chilean 
Government has exercised a tighter 
grip than ever. It has taken the lead 
in readapting marketing machinery to 
new conditions; and it has recently 
succeeded in negotiating a tripartite 
agreement between Chilean producers 
and German and British producers of 
manufactured nitrogen which should 
definitely check the severity of the 
competition that had been developing 
between these groups. 

In potash, an international combina- 
tion of the German and French inter- 
ests halted competition almost from its 


inception. In coffee, the Brazilian 
Government has been increasingly ac- 
tive in behalf of producers; and in spite 
of the recent collapse of prices, the his- 
tory of control indicates on the whole a 
very considerable success of its efforts 
to maintain them. It is true that a 
recent announcement forecasts the 
abandonment of control. A pending 
loan of $100,000,000 to Sao Paulo by 
foreign bankers is said to be conditioned 
partly upon abandonment by the Gov- 
ernment of further valorization opera- 
tions during the ten-year period while 
the old stocks are being disposed of. 
But the bankers may authorize holding 
back current supplies in order to pro- 
tect the loan; and if the history of a 
previous intervention by the bankers 
repeats itself, they will become in- 
creasingly involved in the regulation 
of the industry during the next few 
years. In that case control will not 
have ceased, but will merely have been 
shifted to the bankers. 

Again, in rubber, the temporary suc- 
cess of restriction has remained as a 
reminder of what can be done; and 
after long negotiation a private agree- 
ment has very recently been reached 
between British and Dutch growers 
providing for new restrictions on out- 
put. 

In short, what is happening is not 
abandonment of restriction or of plans 
for restriction, but rather a readapta- 
tion to new conditions. As competi- 
tion develops it is met by widening the 
scope of control measures and by mak- 
ing their forms more flexible. When 
national control breaks down or is 
seriously compromised, control through 
international agreement is the next 
step. In nitrate and potash, and now 
in rubber, the step has been taken; 
in sugar and various other products 
it has been seriously contemplated; and 
in camphor and coffee the situation is 
increasingly favorable to it. Competi- 
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tion has neither eliminated the practice 
ae nor compelled abandonment of 
on the idea. On the contrary, it has 
a _ merely led to redoubled efforts to make 
the policy effective. 


PouiticaAL Errects oF CONTROL 


o Nor is the political aspect of control 
: to be ignored. For, in fact, the actual 
amount of the burden is not so signifi- 
_ cant as is the public impression con- 
cerning it. Popular belief has un- 
_ doubtedly exaggerated the burden; but 
popular belief that is ill-founded is just 
as provocative of international friction 
as that which rests on fact. 

Evidence of such friction is plentiful 
and familiar. It has appeared in pub- 
lic discussion; in official inquiries and 
reports, such as our own Congressional 
inquiries into the rubber, the coffee, 
the sisal, and other foreign controls; in 
prosecutions launched under the local 
law of the aggrieved country, such as 
the American prosecutions of American 
agents of the potash, quinine, and sisal 
monopolies; and in direct diplomatic 
action and threats of retaliation such 
as took place in our potash contro- 
versy with Germany prior to the 
war. 

Restriction of access to raw materials 
and the fear that future access may be 
cut off are a constant source of nervous 
apprehension in consuming countries 
and hence a threat to international 
peace. Opinions may differ as to the 
extent of the economic burden result- 
ing from control; but there is not much 
room for difference concerning the po- 
litical irritation. 


RETALIATION AS REMEDY 


In what direction, then, does the 
remedy lie? In the past, nations have 
been content to rely very largely upon 
purely national measures in combating 
control; but the very persistence of the 
practice is _— proof « of their futility. 


Our own efforts in the United States 


have been spasmodic and largely fruit- | 


less. They have served to mitigate 
somewhat the effects of control in times 
of emergency; but in not a single case 
can it be said that control has been 
abandoned because of them. 

Nor does more aggressive national 
action offer a satisfactory way out— 
even for so powerful a country as the 
United States. In practice, such ac- 
tion by this country would probably 
take the form of retaliation. It is 
one of the most persistent and insidious 
of popular fallacies that because of her 
great wealth and the great variety of 
her resources the United. States is so 
little dependent on others for pros- 
perity that any sort of restriction she 
might apply to foreign trade would 
hurt foreign interests more than it 
would her own. 

Suppose that retaliation were 
adopted, what would be the method? 
At once it is clear that restrictions on 
the export of American raw materials 
would not be feasible. An immediate 
obstacle would be the Constitutional 
prohibition of export duties. Even if 
the Constitution were amended or if 
some other mode of restriction were 
employed, there are few raw products 
of which we have a sufficient monopoly 
to make the policy effective. The only 
notable exception appears to be raw 
cotton, and any severe limitation on 
exports of cotton simply as a mode of 
penalizing foreign countries would be 
certain to arouse violent opposition 
among the cotton growers. 

In practice, therefore, retaliation 
would have to be through restrictions 
of imports. Here, too, the difficulties 
are serious. Only by great skill, if at 
all, could the policy be applied in 
such a way as to burden domestic 
interests less than foreign. Every 


duty in the existing tariff is already 


fixed as high as Congress deems con- 
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ducive to prosperity— and a_ great 


deal higher than many others think 
beneficial. 

To impose penalty duties would 
therefore disturb domestic industries 
and would raise prices higher than is 
needed for what the law contemplates 
as adequate protection. The goods 
that are on the free list are left there 
because it is deemed good policy not 


or Exports or Raw MATERIALS 


INTERNATIONAL AGREEMENT AS 
REMEDY 


It is in the international, and notthe 
national, approach that hope for genu- 


ine progress resides. 
ysis the problem is international and 


Some progress has already been made 


In the last anal- _ 


on the international side. 


The decade 


pa. 


to restrict their entry. 


Likewise, the 


goods that are not on the free list and 
are lucky enough to get in over the 
tariff, are admitted largely as a matter 
of policy. 

Take, for example, the dutiable im- 
ports of 1928. Out of the total quan- 
tity, 36 per cent were raw materials 
needed by domestic industry; 19 per 
cent were partly manufactured arti- 
cles that domestic industries engage in 
finishing; and 23 per cent were food- 
stuffs, chiefly tropical or subtropical. 
Only 22 per cent were finished manu- 
factures, and a large proportion of these 
consisted of goods that cannot be ad- 
vantageously produced in the United 
States. 

Not only, therefore, would retalia- 
tion be likely to burden domestic inter- 
ests quite as much as foreign, but it 


| would also discriminate unfairly among 


them; for its costs would almost in- 
variably have to be borne chiefly by 
groups other than thosein whose behalf 
it was resorted to. Prohibiting the 


_ entry of raw silk, for example, would 


be a boon to American consumers of 
camphor if it broke up the Japanese 
monopoly, but not to the American silk 
manufacturing industry. Moreover, 
retaliation would almost certainly pro- 
voke counter-reprisals and a general 
trade war, with the burden and the 
friction that these always entail. In 
short, retaliation, with its inevitable 


train of recrimination and reprisal, is 
neither a certain nor a desirable means 
of obtaining relief. 
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since the war has produced a constantly 
increasing body of discussion that has © 
served to prepare the stage for effective as eX 
action. One after another, interna- ¢ 
tional conferences and agencies con- 
cerned with the general problem of __ 
trade barriers have been compelled 
to pay particular heed to the control 2 ae 
trade in raw materials. In the pro- oe 
ceedings and the activities of the In- fe: ae 
ternational Chamber of Commerce, of 
the League of Nations, and of the 
World Economic Conference, it has as- 
sumed an important réle; and even at ae 


truded into the discussion by reason of 
its alleged bearing on industrial em- _ 
ployment. 
Nor has progress been confined _ 
wholly to the realm of discussion. 
Already there has been some action. — 
In the fall of 1927, the first — es 
multilateral agreement in respect to- 
control of raw materials was reached — 
with the signing, in Geneva, of the yt 
Convention for the Abolition of Im- 
port and Export Prohibitions and Re- 
strictions. 
This convention has been acceded to | es. 
by nearly all of the leading countries, 
including the United States. Though 
its provisions are not limited to raw aes 
materials, these fall within its scope. — 
The agreement is greatly weakened by _ 
a multitude of exceptions limiting both 
its scope and its duration. Neverthe- 
less it is a significant achievement. am 
definitely establishes the principle that, 
in the presumption is againet 
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restrictions of trade such as those to 
which it applies. It invites the use of 
existing international machinery for 
settling disputes; it sets up a procedure 
to that end; and it contains a moral, 
though not a legal, obligation on the 
part of the signatories to submit their 
differences to some form of arbitral or 
judicial procedure. 

Two subsequent multilateral agree- 
ments which grew out of the same con- 
ference may also be mentioned, one re- 
lating to hides and skins, the other 
to bones. Unimportant though these 
may seem to be from a commodity 
standpoint, they are distinctly signifi- 
cant on the side of precedent. In con- 
trast to the more general agreement on 
Prohibitions and Restrictions, they in- 
clude export duties within their scope, 
in one instance providing for their com- 
plete abolition, in the other for their 
maximum limitation. They suggest, 
moreover, the possibility of a much 
more extensive use of specific com- 
modity agreements, once there is gen- 
eral agreement on principles. 

After all, however, these agreements 
are but a first step, and they do not go 
very far toward solving the problem. 
They are significant largely as prece- 
dents rather than as far-reaching in- 
strumentalities for dealing with par- 
ticular problems in the field of raw 
materials. There is pressing need for 
further action. 

The first need is for an international 
agreement dealing with basic princi- 
ples concerning what is fair in these 
matters. Such an agreement would 
bring the whole discussion of the sub- 
ject to a focus and would thus furnish 
a useful background of information. 
It would remove the matter from the 
legal status of a purely domestic ques- 
tion. It would definitely promote the 
peaceful settlement of disputes. It 
could provide a definite judicial pro- 
cedure for dealing with —— mat- 


ters, and it could a 
for arbitrating those which are not 
justiciable. 

The very existence of the agreement 
would tend to promote the resort to 
arbitral procedure, since a country will 
often submit to arbitration a dispute 
arising under a treaty to which it is a 
party, whereas in the absence of a 
specific treaty it will often refuse to do 
so. 

What is first needed, therefore, is 
an international conference addressed 
wholly to the problem of raw materials, 
or perhaps even confined to the prob- 
lem of government control. 


Scope or CONFERENCE 


But upon what principles could such 
a conference be expected to agree? 
What, after all, is fair and reasonable 
in respect to controls over exports of 
raw materials? Take, for example, 
export duties levied for revenue pur- 
poses. May these not be so high as 
to enable a nation to throw the burden 
of a disproportionate share of its public 
expenditures upon foreign purchasers 
of the raw matevial? If so, where is 
the line to be drawn and what criteria 
shall be used in drawing it? 

Again, take those restrictions aimed 
at enhancing the profits of the pro- 
ducers, such as the coffee, the potash, 
and the rubber controls. Might it not 
be possible to arrive at an agreement 
to the effect that the prices charged 
foreign consumers shall not be so high 
as to enable producers operating under 
normal conditions and with reasonable 
efficiency to secure profits greater than 
are generally current in non-monopo- 
listie industries? How far does the 
local regulation of public utilities fur- 
nish a precedent for the possible inter- 
national regulation of government- 
fostered monopolies of raw materials? 

Finally, take the case of export re- 


strictions in aid of domestic ee 


weal 
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> turing. In respect to these, a start 
es has already been made in the resolu- 

tions of the World Economic Con- 
. ference; but the resolutions are vague 


rm and in any event without legal effect. 
. Might it not be possible further to de- 


0 fine them and to give them legal ef- 
. fect? When, for example, are exports 
“unduly burdened” by restrictions in 
. aid of domestic manufacturing? What 
is the nature of the “exceptional or 
i compelling circumstances” that may 
justify them? How shall it be told 
* when such restrictions are for the “spe- 
. cial purpose”’ of putting foreign coun- 

| tries using the materials in a position 

| of “unfair inferiority”? If there is te 
= ” be any legal limitation upon the eco- 
9 nomic sovereignty of nations, how far, 

| to be specific, is Canada entitled to go 
; in imposing restrictions on exports of 


pulpwood to the United States? These 

are some of the difficulties with which 

an international conference on raw 
’ materials would have to contend. 

It is, of course, idle to hope that any 
conference could determine in advance 
precisely where the lines are to be 
drawn with respect to these matters. 
Nevertheless, it could give them suffi- 
cient definition to serve as a useful 
starting point. It could then prepare 
the way for their further elaboration, 
and for their adaptation to the needs 
of a changing economic order, by set- 
ting up the requisite machinery for 
interpreting and applying them. This 
would be the next important step. 

_ The agreement could make provi- 


| 


ar 
“a 


sion for gradually elaborating a body 
of rules and decisions that would ulti- 
mately become virtually a quasi-judi- 
cial code of fair practices. Already, 
as the World Economic Conference has 
specifically pointed out, the legal basis 
for such judicial machinery is available. 
Under its statute, the Permanent Court 
of International Justice is authorized 
to appoint expert bodies for making in- 
quiries and for giving expert opinions 
on any matter coming under its juris- 
diction. Under this provision, the 
Court could very well establish a 
branch for dealing with commercial 
questions. 

The immediate problem, however, is 
not so much to present a bill of par- 
ticulars for future international action 
as it is to promote effort in that direc- 
tion. It is time to disabuse ourselves 
of the idea that economic problems such 
as this one always solve themselves; ay 
or if they do not, that any country ~~ 
so powerful as the United States can 
readily take the situation in hand 
and solve it to her complete self- 
satisfaction. 

If friction is to be minimized, it will 
have to be through international co- 
operation in the handling of this essen- 
tially international question. There 
will have to be, as Professor Bonn has 
so aptly put it, a genuine effort to see 
that in some measure “the unequal dis- 
tribution of natural opportunities” 
shall be ‘“‘compensated by the creation 
of some code of international economic 
hospitality.” 
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ContTROL OF Exports oF Raw MATERIALS 


3 By Cuartes K. Pu.D., LL.D. 
we Chairman, Department of Geology, University of Wisconsin, Madison, Wisconsin 


INERALS are only a part of our 

raw materials, but they play a 

very essential part in international rela- 
tions and they comprise the great group 
of our wasting assets. I should like to 
review, in just a few words, the mineral 
position to which the United States 
policy has been and is to be adapted. 

The United States produces about 
forty per cent of the world’s minerals. 
It is the most nearly self-sufficing in 
minerals of any country of the world. 
It uses, however, more than this pro- 
portion of forty per cent and when 
we come to look at the figures in some 
detail, it appears that some minerals 
are present in surplus, a great many in 
deficiency. 

There are only three of our miner- 
als which are produced in sufficient 
amount to make export in quantity 
possible—coal, sulphur, and phosphate. 
With the addition of petroleum and cop- 
per which are brought in from outside, 
we also export those minerals. There 
is a small group of minerals in which 
the country is just about self-sustaining 
and it is rather a short list: aluminum, 
iron, lead, zinc, and gypsum. There is 
another considerable list of minerals 
which we produce to some extent, but 
for which we are dependent on the rest 
of the world for a considerable part: 
mercury, tungsten, barium, fluor spar, 
and graphite. Then we come to a list 
of minerals of which the country has 
very little and which we import almost 


entirely: antimony, chromite, man- 
ganese, nickel, tin, asbestos, nitrates, 
and potash. 


I am not expecting you to recognize 
at once the names of these minerals or 


to remember these lists, but just by 
naming them perhaps you can see what 
is meant when we say that this coun- 
try is the largest producer of minerals 
and you can also see the limitations in 
that remark. There are only a very 
few minerals, in fact, in which we have 
an exportable surplus or enough for our 
own use. 


INCREASED CONSUMPTION OF 
MINERALS 


The situation is changing, also. 
There are certain minerals which have 
been sufficient for our own use in the 
past which probably will be insufficient 
in the near future. No other country 
in the world is drawing on its resources 
at anything like the rate of the United 
States, and the result of this heavy 
consumption is that we are beginning 
to see, for some minerals and in some 
districts, limits which, while not im- 
mediate, have to be considered. 

There is a general consensus among 
engineers and geologists that the not 
very distant future will make it neces- 
sary for us to look outside for a part 
even of our copper supplies. Copper 
is one of the substances which we have 
produced in quantity. Domestic sup- 
ply and demand are just about 
balanced now, but with increasing 
consumption it will be increasingly 
necessary to look outside. 

Oil is in about the same position. 
We import about as much oil as we 
export; but the time is not very far 
distant when more reliance must be 
placed upon outside sources, and com- 
mercial interests are even now looking 
for such sources. 
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Iron ore is one of the substances in 
which this country is very rich and we 
naturally think of it as self-sufficing. 
The peak of production of the Lake 
Superior region will be passed in fifteen 
years. That period is within the time 
which has to be considered in the 
building of large new plants; it is 


- already a factor in the decision as to 


whether new plants shall or shall not 
be built in Chicago. There are other 
sources of supply in the United States 
which must take on a part of the load 
as the Lake Superior peak is passed, 
but these are insufficient to meet the 
demand; so we find the iron industry 
already bringing in iron ore from Cuba, 


7 2 small amounts from Europe and from 


Chile, and making plans to start im- 


portation from Brazil. 


In general, there is now upon us a 
distinct shift toward foreign exploita- 


tion. Our commercial interests and 
engineers are exploiting at a fast rate 
abroad. They did not enter this 
activity quite as early as our principal 
competitors, the English, with the re- 


sult that in outside exploitation the 
net results do not bulk quite so high 


as those of English capital and English 

- commercial companies. On the other 
hand, at the present time we are 
_ probably doing more in this line than 
_ any other nation, and we are gaining 
_ impetus every day because of the shift 


of the emphasis on our sources of raw 
_ materials and the necessity for looking 


_ ahead and looking outside for some of 
_ these essential raw materials. 


GOVERNMENT Po.Licy IN THE Past 


What has been our Government 
policy in regard to minerals? On the 
whole, to give a conclusion in advance, 


I think it may be said that while it has 


been piecemeal, not adopted as a unit, 
it has been a fairly reasonable adapta- 
tion to shifting conditions. The policy 


of our Government from the start was 


to alienate its ownership in minerals. 
As fast as possible, our public lands 


and minerals were passed out to private _ 
ownership. It was only after nine 
tenths of the public domain had thus 


been alienated that a change in policy 
was adopted, and under our mineral 
Leasing Act, which is now eight or nine | 
years old, we see a definite tendency to 
stop this process of turning over — 
minerals to private control. 

Under the Leasing Act, mineral 


rights are given over to privateactivity 


only under severe restrictions and since 
the Act was passed there has been a 
series of supplementary decisions and © 
acts and withdrawals which have 
tended to take the small remainder of 
our mineral resources still in possession — 
of the Government out of the field of 
private exploitation and put it under 
control of the Government. 

In this activity, our Government has 
been slower and has done less than — 
almost any other government where — 


minerals are important. As we sur- ea 
vey the world situation we will see this _ 


process of tightening of government 


control of minerals, which was given - aa 


a great impetus by the war, though it 
began long before that time and has — 
continued since. Our Nation has done — 
the least of any, but the signs are un- | 
mistakable that at the present time 
there is a different public mood. 

There are reflections of this tighten- 
ing of government hold on minerals in 
taxation. This is not entirely a matter 
of the Federal Government, it is partly 
a matter of the state governments. 
There is no uniform policy, but here 
and there minerals are taxed avowedly 
on the basis of their having something 
different from ordinary values—that 
they are wasting assets in which the 
public has a peculiar stake. For in- 
stance, it is specifically stated in the 
reports of the Minnesota Tax Com- 
mission that the iron ores are required 
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to carry an unusual burden of taxation 
because they are wasting assets in 
which the public has a special interest. 
As we look around the country we find 
various special royalty, occupation, 
and severance taxes on minerals. On 
the other hand, the Federal income 
tax law gives minerals large write-offs 
because they are wasting assets. This 
is particularly true of oil. 


MINERAL TARIFFS 


Mineral tariffs have naturally been 
more used in this country than in 
others; we have had more to protect. 
There has been a good reason for pro- 
tective tariffs on many of our indus- 
tries, which has enabled them to grow 
and become large producers. How- 
ever, tariffs have worked so well for a 
number of minerals that the belief has 
been developed that they will work 
equally well for all minerals. We are 
optimistic in this country. We have 
done wonderful things, and where we 
have apparently been short of certain 
minerals it has been very easy to say, 
“Let us produce this mineral by enact- 
ment; let us put on a tariff; let us de- 
j velop that particular mineral in this 
country.” 

Unfortunately, the development of 
minerals was started a long time ago 
in the geological processes of the earth 
and was completed a long time ago, 
and enactment apparently has had very 
little effect on the outcome of these 
processes. The result is that there 
are several of our tariffs which are 
levied with the idea that this country 
has minerals, where the minerals 
simply do not exist in sufficient quan- 
tities. The tariff has proved to be 
nothing but an expense and an irrita- 
tion and has, furthermore, resulted 
perhaps in a tendency to deplete this 
country of certain small reserves of 
these minerals which might be more 
useful to us in times of emergency. 


tion of commercial and political inter- 
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Mineral tariffs have been considered 
piecemeal and so far as I know there 
has been no attempt to survey the 
mineral field broadly and to decide for 
what groups of minerals the tariffs are 
useful and reasonable and for what 
groups they really run against the facts 
of geology—against the fact that nature 
has not put certain minerals here. 

Turning to the foreign field, in out- 
side exploitation in which we are now 
the most active nation, we find that 
our Government has for the most part 
let our commercial interests shift for 
themselves; many of them have been 
big enough and strong enough to do 
this; they have not needed a great deal 
of help and they have been quite suc- 
cessful. However, the situation is 
changing; other governments are help- 
ing their national interests in this field 
of exploitation, particularly the British 
Government, which is our principal 
competitor, and it is becoming in- 
creasingly difficult for our commercial 
agents, no matter how strong, to find a 
free field for their outside activities. 
For small companies or for indviduals, 
the foreign field is pretty nearly closed 
today. 

While we have done comparatively 
little politically in regard to foreign 
exploitation, there is an indication that 
here also there is a change in policy 
under way. Under the provisions of 
the Leasing Act, it is possible to exclude 
participation in the leasing and the 
operation of our public lands on the 
part of aliens whose countries exclude 
us, and this clause has been effectively 
used by our State Department in 
opening up the field for exploration in 
certain other countries. ' 


Our Government has also stepped 


in specific cases. For instance, our oil 
companies, desiring to participate in oil 
development in Mesopotamia and find- 
ing themselves thwarted by a combina- 


| 


‘minerals. 


ests abroad, appealed to our State 


Department and to our Commerce 
Department, with results which opened 
the door for them. There have been a 
number of such cases. Also, we have 
done something in a defensive way; in 
the Philippines, for instance, from the 
start foreigners have been prohibited 
from taking part in the mineral exploi- 
tation, which essentially means that we 
are helping our own nationals in the 
exploration in that field. 


GOVERNMENT Po.icy IN 
THE FuTURE 


This is a very brief and very crude 


- summary of the situation up to date. 
- It has been a matter of fragmentary 


adaptation of political measures to 
meet the situation as it has become 
known to our lawmakers. But further 
adjustments are in sight. They seem 
to be inevitable because of certain 
fundamental changes which are taking 


a place i in the industry, and I wish to 
_ outline very briefly some of these 
_ changes, because it seems to me that 


they point the way to the political 


adjustments which are likely to follow. 


The primary change is the very great 
increase in world consumption of 
minerals. We are just beginning to 
dig ourselves into the earth and to use 
It has often been stated, 
but it may not be known to every one, 
that we have produced in this world 
more minerals in the last twenty years 
than in all preceding history. It is 
only eight years ago that the breaking 
point was reached in oil; in other words, 
in the last eight years we have pro- 
duced more oil than in all preceding 
history. The curves of production are 
rising with the population, and faster 
than the population, to an extent which 
has hardly been realized. The scale 
can hardly be overemphasized. Prec- 
edents which are based on the old 
concept of using small bits “ minerals 
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here and there, sufficient for local needs, 


must be changed to take into account — "ee 


this new scale. A single iron mine in 
the United States, in the six months of 

production during the summer, now © 
produces more than the entire United 
States used in any one year up to the 
Civil War. 
illustrations of that sort indefinitely. 


SMALL Deposits ARE COMMERCIALLY 
INCONSIDERABLE 


The effect of this increased consump- 
tion is to minimize the importance of 


hundreds of small deposits of minerals 


scattered over the world. They hardly 
figure any more in the picture. There 
are only a few great sources of supply 


which really play any part in meeting 


this great demand, and so with these 


rising curves of consumption we seea 


progressive focusing of demand on 
these sources. Nature may have made 
some thousands of copper deposits, but 
it has made only some few dozens of 
really important mines. It has made 
tens of thousands of iron mines but not 
more than eight or ten really first-class 
sources of iron ore the world over; and 
it is those great sources that are com- 
ing to dominate the situation. So 
it appears that most of the world’s 
minerals today are coming from a very 
few sources. Nickel is coming practi- 
cally from one source, tin from two, iron 
ore from six or eight, copper from eight 
or ten, graphite from three, manganese 
from three, and asbestos practically 
from one source. 

You say, “Well, why not change it; 
why not draw them in from other 
sources?” There are hundreds of 
other deposits of these minerals, but 
commercially they do not count be- 
cause the aggregate total output from 


‘many of these smaller properties would 


not begin to meet the present great 
demand. Thus it is that there is a 
marked focusing of the entire commer- 


I could go on and multiply 
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cial movement on these few natural 
resources. 

It is also obvious that the few main 
sources are not distributed among al! 
the nations. One nation may have one 
or two; another may have one or two 
others. There are a good many na- 
tions, however, which have none at all. 
This situation lends itself peculiarly to 
commercial concentration, which is 
going on very rapidly. Monopoly, or 
near monopoly, has been reached in 
particular mineral commodities and 
is apparently near at hand for others. 
The natural conditions are peculiarly 
favorable to concentrated operation of 
these few great units of the mineral 
industry. For this reason, a few large 
companies today control much of the 
world’s mineral output, a good many 
of these companies being not only na- 
tional but international in scope. At 
the rate things are going, it will not 
be many years before a comparatively 
small group of men will actually con- 
trol the world’s mineral industry—not 
operating many thousands of mines, 
but controlling the few essential sources 
of supply which alone can play a part 
in the future. 


CONTROL AND REsTRICTION 


Another new factor is coming into 
the situation. As the demand is 
increased and is concentrated about a 
few sources of supply, as the public 
begins to realize that the mineral indus- 
try is based on these large deposits, 
which are a matter of great public 
concern, affecting public welfare and 
safety, the attention of governments is 
focused upon them. All over the world 
there is an increase of public interest 
and a tightening of public control on 
these essential sources of supply. 

This closer public control takes an 
immense variety of forms. In some 
countries it has gone the full length of 
nationalization. There are for particu- 
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lar minerals and for particular coun- 
tries, many illustrations of nationaliza- 
tion of the mineral resource in quite 
recent years. Argentina, for instance, 
has nationalized its oil. 

Mr. Edminster has given us the 
illustration of the Chilean nitrate.! 
The Chilean Government has gone far 
toward nationalization and contem- 
plates another step, namely, the con- 
solidation of all the private companies, 
the organization of one Government 
company and the exchange of Govern- 
ment stock for the stocks that are now 
held in the private companies. 

The governments are also adopting 
defensive measures in order to pre- 
serve great sources of mineral supply 
for their own nationals. The “closed 
door,”’ a general term which may cover 
this situation, is now pretty general 
around the world. Turn to country 
after country outside of the United 
States and you will find restrictions 
upon alien exploration. It is becoming 
almost impossible for the individual 
explorer to take the boat or the train 
and go to any part of the world and be 
free to explore and acquire minerals. 
There are restrictions of a _ great 
variety of sorts; some are direct pro- 
hibitions, some are indirect, and in some 
cases the object is accomplished merely 
by dilatory tactics. 

The “closed door” tendency is a 
very interesting one. It has spread 
rapidly, in spite of the mandates of the 
League of Nations, which require 
specifically that the lands shall be held 
open to all for mineral exploration. 
In fact, they are not. This has been a 
subject of complaint to the League of 
Nations but without any material 
change in the situation as yet. Not 
only has this policy progressed a long 
way outside of the United States, but 
indications are that it is gaining im- 

1 See “ Control of Exports of Raw Materials: 
an International Problem,” in this volume. 
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_ petus every day. It is a natural de- 
fensive reaction when a country is 
roused to the fact that the few great 
mineral sources are going to play a 
very important part in the future 
commercial game—that they must be 
secured not only for home consump- 
tion, but as a chip, if you please, in the 
great game, as something to trade 
with. Even though the country has 
only one great mineral which the world 
needs, it is something by which the 
country may trade to secure supplies of 
other needed minerals. 


Wuat SHALL Tu1s COUNTRY 
Apopt? 


There are, then, two great move- 
ments developing—the concentration 
of commercial control and the concen- 
tration of political control. From our 
point of view and from the point of 
view of natural resources themselves, 
these movements are adjustments to 
the primary conditions which nature 
placed in the mineral field. 

Now, with the present world situe- 
tion, the question is, what is to be the 
future attitude of the United States? 
We have already seen that the United 
States is showing some indication of 
tightening its hold on such natural 
resources as it controls. The temper 
of the public was unmistakably shown 
during the recent oil scandals. It has 
been shown by President Hoover’s 
complete withdrawal of all minerals 
from location under the Leasing Act— 
a policy which has since been some- 
what changed. It has been shown by 
our appointment of the coal and oil 
commissions and by their activities 
in the field in trying to unify the 
mineral industry with which they are 
in contact. 

The tendency has hardly gone farther 
than this, and the question is, will it 
go farther, will there be any need for 
it to go farther? The question might 
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seem to be purely academic if it were 
not for the fact that this great wave 
of nationalization of resources, which 
seems to be independent of climate, of 
time, of war, or of peace, has been 
coming on steadily for the last ten or 
twenty years, with no indication of any 
lessening. Can the United States stay 
out, can it stand exactly where it is, 
or is there some fundamental cause 
which is driving all the nations, all 
the people, toward a wider appreciation 
of the position of mineral resources and 
the desire to acquire public control? 


Monopo.uistic TENDENCY 


This subject is very closely inter- 
twined with the question as to how far 
the United States will allow monopoly 
control to go. It has been reached for 
a few of our minerals and is being 
reached for several others. The proc- 
ess would go faster if it were not for 
the Sherman Act, which is unques- 
tionably holding back certain combina- 
tions similar to those which have 
already taken place. One can hardly 
pick up the papers these days without 
noting combinations of smaller com- 
panies, but it is the fear of the anti- 
trust laws which is restraining such 
action among some of the larger ones. 
Abroad, this tendency is also proceed- 
ing rapidly. There is not only the 
merging of companies within national 
boundaries but also overlapping such 
boundaries. A number of our great 
companies already control resources in 
two or three or four countries. 

As the units merge, and reach or 
nearly reach the monopoly state, the 
problem is intensified as to what shall 
be the relation of the monopoly and its 
management to public control. It isa 
subject that can hardly be avoided. 
One does not need to be an advocate of 
this or that political view to suggest 
that this problem is now upon us and 
that decisions must be made as to the 
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nature of the public control of these 
mineral monopolies. 

Another change in the situation 
which I have already indicated is our 
increasing dependence upon foreign 
sources. This will require a considera- 
tion of a series of political measures and 
particularly a reconsideration of our 
entire mineral tariff structure, which 
was built up in the past, when our 
demand for minerals from outside 
sources was very much smaller than at 


present. 
ForeiGn Pouicy 


Now, as to foreign policy, what 
change is there in sight? It is per- 
fectly clear that as other governments 
have acquired political control of their 
mineral resources, our commercial 
interests in exploiting abroad (we are 
creating a mandate for them because 
we need the material) are coming more 
and more into contact, not alone with 
private interests, but with govern- 
ments, and that they are finding it 
increasingly difficult to get the neces- 
sary supplies. It is becoming more 
and more necessary for them to call 
for political aid from home and such 
aid is being given. I could give a 
number of cases in which foreign ex- 
ploitation is largely a political question, 
where free commercial activity of our 
own agents is not allowed and is pos- 
sible only with Government aid. 

The question will have to be settled, 
then, how far we shall come into the 
situation politically and what kind of 
political bargains we shall make abroad 
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to insure the necessary exploitation and 
flow of minerals. There is today no ef- 
fective political machinery to take care 
of a commercial control, international 
in scope, which is reaching a monop- 
olistic stage on certain of the minerals. 

I shall not attempt to outline what 
the Government should do or should 
not do. There has been a good deal of 
discussion about the possibility of a 
direct internationalization of minerals. 
This has come up in the League of 
Nations and in the International 
Chamber of Commerce. Minerals are 
national assets which I think nations 
will be very slow to part with and there 
seems to be very little chance that 
nations will ever alienate their mineral 
supplies. There are, however, inter- 
national understandings, existing and 
pending, which are in effect affording a 
political background and political con- 
trol for the international commercial 
operations. It is in this plexus of 
agreements that there seems to be the 
most promise of further development 
in the way of an international control. 
By this I mean not a super-national 
control but a partnership control, if 
you please, among the nations. 

The two great mineral producing 
nations of the world are the United 
States and Great Britain, or the British 
Empire. They are not only the great 
producers and exploiters of minerals, 
but they already control about three 
quarters of the world’s minerals. The 
parties with whom the agreement will 
have to be made are, therefore, clearly 
indicated. 
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By Frank C. ARMSTRONG 


New York City 


OPPER imported into the United 
States from foreign countries 
costs less to produce than does copper 
produced in this country. The greater 
portion of our imported copper comes 
from mines in South America where 
very low production costs are possible, 
due to low cost of labor and high grade 
of ore. Some of it comes in the form 
of fine copper; a great portion of it 
comes in the form of blister copper, as 
does that from Canada, Mexico, and 
Africa. There is no duty on any of it. 
All of the copper exported directly 
from its country of origin to the United 
States or other markets enters into 
direct competition, both in our own 
and in foreign markets, with copper 
produced in the United States. 


Free IMporTATION 


Copper is the only metal of any 
importance that the United States 
Government does not procect by an 
import duty. There is no more reason 

why blister copper should be ad- 
mitted to the United States free of 
duty than there is why pig iron should 
be so admitted. There is no more 
reason why fine copper should be ad- 
mitted free of duty than there is why 
steel bars should be so admitted. 
Import duties are laid against iron and 
steel. 

The South American mines produc- 
ing copper imported into the United 
States are largely owned and controlled 
by the holding companies which control 
the principal copper mines in the 
United States. Under such conditions 
these corporations make a rome deal 


- 


more money out of the South American _ 
copper than they do out of the United ao 
States product. 

Copper produced in foreign countries, 
under what are practically slave labor - 
conditions, should not be admitted into | 


the United States markets duty free. , 


Africa is now sending large quantities _ 
of copper into the United States. The 
amount has increased from 5,000,000 | 


pounds in 1921 to 130,000,000 pounds 
In February, 1926, the Afri- 


in 1928. 
can Metals Corporation was formed 
under the laws of the State of New 
York to handle the affairs of interests 
known as the Union Miniére du Haut © 
Katanga, which operate the Katanga — 
copper properties in Africa. The cop- — 
per from these properties is produced 
with low cost labor from high-grade ore 
and all of it enters into direct competi- 


tion with copper produced in the ie 


United States. 

It is utterly opposed to the principles 
of the United States Government and 
to our entire tariff theory that copper 
produced by the low cost labor of 
Africa shouid be permitted to enter into 
competition with that of the United | 
States, within our own territory. The 
producers of copper in Africa, Mexico, 
Canada and South America have the 
markets of the world before them. 

The United States is by far the — 
greatest copper consumer in the world, 
and has increased its consumption over 
thirty-two per cent in the six-year pe- 
riod 1923-1928. The increase in 1929 
over 1928 was 10.9 per cent, while in 
the same period the consumption in the - 
rest a the world decreased 3.6 per 
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cent—a fact of great significance. 
The greater part of the world’s copper 
production is used in this country. 
The import from Canada alone is due 
at the rate of 500,000,000 pounds 
annually in 1931-1932. 


A COMPARISON 


The Chile Copper Company, a 
representative South American con- 
cern, makes copper in Chile, South 
America. The Nevada Consolidated 
Copper Company makes copper in 
Nevada, Arizona, and New Mexico. 

Chile’s production cost per pound in 
1928 was 5.084 cents. Nevada’s corre- 
sponding cost was 9.197 cents or eighty 


per cent higher than that of its South 


American competitor. The difference 
in favor of Chile was 4.113 cents per 
pound. 

On the face of it these figures indicate 
a most satisfactory condition for the 


_ Chilean Company, which reflects ap- 


proximately the situation of the other 
companies operating in South America. 
It may be questioned whether or not 


- such a spread of costs and profits 


between foreign and domestic corpora- 
tions in its own markets will long be 
tolerated by the United States, whose 


capital is being exported for the pur- 
-_- pose of developing the foreign corpora- 
tions! 


It is unreasonable to imagine that 


the argument will much longer prevail 


that every metal except copper needs to 


2 a protected by the tariff. Labor or- 
‘ganizations, it may be presumed, will 


before long take up this question and 


~ exert their utmost influence in favor of 


a duty. 


PROBABLE Export 
There is another factor with respect 


South American copper which should 


be considered and anticipated. This 


| is the likelihood of the imposition of 
export duties by the governments of the 
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countries of origin. None of these 
countries is in a strong budgetary 
condition and their need of additional 
revenue is often next to desperate. 
At a time which they will consider the 
most favorable for their, own interests, 
export duties will be established, and if 
this is done before an import duty is 
enacted in this country, the export 
duties may be expected to be much 
higher than if there were already a 
tariff in the United States. 

The largest fabricators of copper 
in this country have relations with, 
and are in fact owned and controlled 
by copper producing interests operat- 


ing certain of these South American © 


companies—a circumstance calculated 
to cloud the economics of the copper 
situation. 

It may be truthfully stated that a 
complex and well-thought-out plan 


has been developed to handle the cop- 


per business along the lines it is now 


running. This plan is fine-spun and 


ingenious and contains elements of 
vital danger to the industry of copper 
development and mining within the 
United States. 


or the proper governmental authority 
in order to bring about changes. 


The statement is made that there is _ 
an excess of copper production in the © 


United States and consequently that 
this country as an exporter of copper 
does not need a tariff on it. This is 
untrue. The same statement could 


wheat or of iron and steel. 


domestic consumption and they export 
their products; but the industry is 
none the less substantially protected 
by the tariff. If this were not so, 
where would the steel corporations be 


today? The United States in 1929 a 
consumed more copper than it produced 


The situation should 
be thoroughly investigated by Congress 


The United 
States steel companies have a produc- 
tion capacity greatly in excess of 
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but not more than it could have pro- 


duced had its mines not been throttled 
down to make room for foreign copper. 

Aluminum, lead, and zine are also 
exported and at the same time pro- 
tected by the tariff. 

South American copper, it is claimed, 
goes in considerable quantity to Euro- 
pean countries. The fact is, of course, 
that in those countries South American 
copper competes with such United 
States copper as could be exported. 
Thus, the price is fixed in this country, 
as well as in the world markets, by the 
South American product. 


EXTENSIVE DEVELOPMENTS 


South American copper has a grow- 
ing and dangerous competitor in the 
Belgian Congo copper industry. 

Copper markets outside of the United 
States will not absorb the present, to 
say nothing of the rapidly developing, 
prospective production of the South 

American and the African companies 
which look to the United States for 
their real market. 

With copper coming into the United 
States duty free, the last ton to be sold 
in any of the world’s markets fixes the 

price in this country and elsewhere. 

This country has never tolerated such a 
condition in any of its major industries. 
It would hardly seem reasonable to 
assume that an exception will be made 
of copper in the future framework of 
our international, commercial, and 
industrial policies. 

Since copper metal has come into 
large use throughout the world, the 
industry has been dominated by United 
States investors and operators. The 

_ reason for this is that for many years it 
was believed that the United States 
contained the principal copper deposits 
wherewith to supply the entire world. 
Within recent years it has been dis- 
covered that such is not the case and 
that in South America and Africa alone 


there exist deposits probably sufficient 
to supply the world demand, and at a — 
much cheaper cost, laid down anywhere _ 
in the world, than copper can now be 

produced in the United States. ; 


The South American deposits are saa 
practically all controlled by the same —s_— 


groups which operated in the United 


States during the period when this 
country was looked upon asthe copper 


reservoir of the world. 
The South American situation is — 
thus so dominated from this country — 


that it will be difficult, ifnot impossible, 
for foreigners henceforth to enter that __ 


field in competition with United States _ 


interests. The consequence of this — ae 


situation is that foreign investors and 
operators have turned their eyes to- 
ward Africa. The development of the — 
African deposits has been undertaken 
largely by British mining interests, but 
American corporations as well have 
now become increasingly active in that 
country. 


A Question RAIsED 


Any international disturbance of — 
magnitude will adversely affect the 
production, the transportation, and 
the marketing of African and South > 
American copper. 

Chile and Peru are on the Pacific 


littoral. Whether or not our own 
navy controls the Pacific Ocean re- 
mains to be demonstrated. Despite 
the strivings after peace, no reasonable © 
man will say that wars cannot and may — 
not come. What position would the > 
United States be in if it were depending 
on copper supplies from South America 
and Africa? Such supplies would be 
cut off over night in the event of war. 
The present production of copper in 
the United States does not equal its 
own peace-time consumption. In the 
case of war there would be a shortage 
at once, perhaps entailing most dis- 
astrous consequences. A war would be — 
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A before we could develop additional 
copper supplies. 


What would happen 
in the event of a shortage of oil during 


the next war may well be emphasized 


as to copper. 

The adjustment of this copper situa- 
tion is of grave national concern. 
_ We might for a moment reflect upon 


_ what the conditions in this country 


~ would be in time of war if, for example, 


the mines of Pennsylvania were barely 


able to meet the coal demand of peace 
_ times, and we were depending upon 
imported coal to supply anything over 
a normal demand, to say nothing of a 
war-time demand. 
. Capital for the development of 
- copper properties within the United 
States has been withdrawn, for the 
view obtains: “What is the use of 
developing mines in the United States 
_ that can produce copper at ten cents a 
pound, when we can get more copper 


a. _ than we need from South America and 


_ Africa at six cents a pound?” Money 


talks, and so it speaks for copper. 


When the foreign developers of 
- South African copper—to say nothing 


of the rapidly approaching tremendous 
quantities of the new Canadian copper 
_ production—have it for sale, they will 


see to it that no United States or South 
_ American copper is sold in European 
_ markets until the last pound of their 
own copper has first been sold. Thus, 


2s the South American copper will be 
thrown back upon the United States 
_ market, where it should be confronted 


_ by a tariff in conformity with our en- 
tire industrial structure. 


PROTECTION NEEDED 


One of the greatest assets of the 
United States has always been con- 
_ sidered to be its copper deposits, and 


_ if there are any industries in the United 


States which should be fostered, they 


should include metal mining, not leav- 


ing “ the copper industry. All other 


— 
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metals are very fully protected by tariff, 
and copper would also be protected, 
except for the fact that the copper 
interests can make more money out of 
mines in foreign countries than they 
can out of mines in the United States. 
And the same group controls practically 
all of the important operating copper 
mines in the United States, from the 
profits of which came the capital now 
being exported and used adversely to 
the mining industry of this country. 

It is a mistake for this country to 
deplete its great asset of copper ores 
within its own territory in a vain en- 
deavor to produce copper metal and sell 
it in its home market and in the mar- 
kets of the world, in unrestricted com- 
petition with copper produced by the 
labor of South America and Africa. 
All the production of many copper 
companies in South America enters 
into direct competition with the copper 
of the United States. 

The Anaconda Copper Company, 
a notable example, if compelled to 
depend upon the profit derived from 
mining and selling copper from its 
mines within the United States, would 
experience difficulty in supporting its 
present capital structure. The Ana- 
conda Company operates zinc and lead 
mines. ‘These metals are protected by 
tariffs. Manganese is on the dutiable 
list. Yet a very small part of the 
manganese consumed in the United 
States is produced here. Aluminum 
particularly enjoys the benefits of 
our tariff policy in a remarkable degree. 

The mining business in the United 
States would practically disappear if all 
metals were subjected to the same con- 
ditions as copper. tow 

Our Resources NEGLECTED 

A great deal is being said about the 
depletion of the oil reserves in the 
United States. The gravity of the 
copper situation is at least equal to that 
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of the oil situation. New sources of 
gil supply are constantly being dis- 
- govered within the confines of the 
_ United States. New sources of copper 
supply are but rarely discovered; and 
now, due to the weight of foreign copper 
hanging over the markets of the world, 
and its low cost, there is little or no 
incentive to seek out and develop 
them. Years of time are required to 
develop and equip large copper mines. 

Copper mining is the paramount 
industry of the State of Arizona, 
which produces over twice as much 
copper as any other state. In 1928, 
Arizona mined over 730,000,000 pounds 
of copper. This amount was exceeded 
in 1929, when Arizona produced more 
_ than forty per cent of the entire copper 
production of the United States. The 
great low-grade ore mines of the state 
produced most of this copper. Not 
one of these mines would have been 
developed and operated had the low 
cost copper of South America and 
Africa been, as it now is, in the market 
when they were started, for capital 
would have gone to the development 
and the equipment of the foreign mines 
from which most money could be made, 
as it does to-day, neglecting our own 
resources. 

This influx of foreign low cost 
copper means perhaps more to Arizona 
than to any other state. Its present 
mines are running at low speed and its 
undeveloped resources are neglected, 
and this will continue so long as low 
cost foreign copper is permitted to 
usurp Arizona’s natural market. The 
same set of facts of course applies 
to all other copper-producing states. 

To protect the agriculturist, duties 
are imposed on wheat coming from 
Canada, South America, and else- 
where. The United States has a 
vast over-production of wheat but, 
- notwithstanding, the duty is there. 
If the farmer is to be protected, why 
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industry as farming. The free ad- 
mittance to United States markets of —_ 
the product of twenty-cent-a-day labor > 
has precisely the same effect as the 
admittance of the laborer himself. 


CONSOLIDATIONS 


Consolidations of copper interests _ 
and corporations are proceeding right 
along, resulting in the creation of 
holding companies, whose domesticand 
foreign interests are commingled. 
These great holding companies are 
concerned only with making money. 
Inasmuch as their greater profits come _ 
from their foreign properties, their un- — 
failing course is to discourage further de- 
velopment of domestic mines. Hence, 
the day of the small mining corpora- 
tion, to say nothing of the individual © 
operator and the prospective mine, is 
rapidly passing, and our undeveloped 
copper resources will remain as they 
are, while foreign mines supply the 
United States market. 

Under the Webb-Pomerene Act, a 
copper association has been organized, 
the principals in which are the identical 
interests controlling these South Amer- 
ican copper companies. This asso- 
ciation has for its alleged purpose the 
regulation and the control of the 
export of copper from the United 
States, with a view of raising or 
“stabilizing” the price of copper. 
They know that many of the copper 
mines of the United States cannot 
exist under present conditions, and at 
the same time they realize that they 
dare not completely close down mines 
in the United States and then them- 
selves operate copper properties in 
South America and other foreign coun- 
tries to supply the demand for the 
metal in this country. The utter 
collapse of this cartel is of so recent a 
date that it is a matter of great cur- 
rent interest in mining, industrial, 
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United States. 


and financial circles at this very mo- 


ment. 


Careful examination of this subject 


discloses a situation without parallel 


as affecting a major industry of the 
There is a remarkable 
lack of knowledge on the part of the 
general public concerning anything 
having to do with copper mining, 
which is not surprising when it is 


considered that the properties are 
generally located at remote points and 
the information furnished concerning 
_ their operations, with the notable 


exception of certain domestic mines, is 
put out in a way more likely to confuse 


than to enlighten. 


When the copper mines in the 


United States were started, these 
_ foreign, cheaply operated deposits were 


not known. When the, latter were 


_ discovered, certain of those engaged in 


the copper business in the United 
States secured control of many foreign 
properties and found that they could 
‘make copper much cheaper abroad 


than was possible in the United States. 

_ This they proceeded to do—and with 
the wealth produced by United States 
Baines. 


Holding concerns like the Kennecott 
_ Copper Corporation and others, with 
_ their vast capital, exist because of the 
_ great profits they derive or hope to 
derive from their South American 


Tue REMEDY 


_ However, all copper mines in the 
United States—operating and pro- 
spective—are not of these groups, and 
those which are not so owned and which 
are without South American and Afri- 
can subsidiaries are entitled to protec- 
tion, and the industry itself is entitled 
to protection. A duty upon copper is 
the only remedy in such a situation 
under our present tariff policy. If 
that protection is not given within a 
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comparatively few years the copper 
industry in the United States will have 
practically disappeared. 

The copper producers of the United 
States are interested in having a fair 
price for copper maintained in the 
United States, and they can then take 
their chances with the rest of the world. 
Let copper produced in foreign coun- 
tries be sold in foreign markets and let 
the United States copper industry be 
protected by a tariff, to which it is 
certainly entitled if any industry in the 
United States is so entitled. 

Great numbers of men are today un- 
employed in the copper mining dis- 
tricts of the United States because the 
operations of local mines have been 
greatly curtailed. This condition would 
not exist except for the fact that 
domestic copper is compelled to share 
its home market with a South American 
and an African product produced at 
perhaps half the average cost of 
domestic copper and admitted duty 
free. It should be particularly noted 
that this free entry in no way makes for 
cheaper copper to the home consumers. 
It does, however, permit cheap foreign 
copper to be sold in a market right- 
fully belonging exclusively to the 
mines of the United States up to the 
limit of their ability to supply it. 


DestrucTIVE 
The involved and peculiar method by 


which the copper interests controlling 
foreign mines handle their affairs so 


as to make it appear that the copper 
mines of the United States do not 
need the protection of the tariff may, 
at first glance, seem to be a difficult 
web to untangle, but the facts and 
figures, furnished by Government 
authorities, properly examined, make 
quite readily apparent the truth of the 
situation. 

The policy of our Government—and 
rightly so—has always been that 


& 


, 


——" industries should be favored 
in domestic markets. The copper 
industry is not so favored, but is put 
under a ruinous handicap such as 
no other domestic industry would 
tolerate. 

The international copper interests 
own and operate mines in foreign 
countries whose vastly profitable opera- 
tions depend upon and involve the 
sacrifice of the copper industry in the 
United States. 

All the facts appear to indicate that 
a duty of not less than six cents per 


= 
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pound should at once be imposed 
upon copper in all forms, except ore, 
imported into the United States. 

This copper situation presents what. 
perhaps is the first outstanding illus- 
tration of the results of the exportation 
of capital from the United States for 
the particular purpose of building up 
in foreign countries a basic industry 
whose low cost product is shipped 
back to the United States, there to 
compete with and ultimately to de- 
stroy one of its o7 own I most important 


} 


a 


“ th 


Errect oF ExportaTIoNn oF CapitaL Upon Copper INpusTrY 111 
ig 
4 
di, 
+ 
5 


eal! 


. ARMSTRONG’S paper’ calls 

for correction in many figures 
which he gave but which do not agree 
with the official figures of the industry. 
His chief premises in advocating a 
tariff on copper are: (1) foreign copper 
costs less to produce than American 
copper; (2) South America has low 
cost of labor and high grade of ore; 
(3) imported copper enters into com- 
petition with copper produced in the 
United States; (4) copper is the only 
metal of importance not protected by a 
tariff. 


Cost or ForREIGN AND AMERICAN 


The computation of copper costs is a 
complicated and difficult task. One 


1The address by Mr. Frank C. Armstrong, 
which precedes this article, was presented at the 
Thirty-fourth Annual Meeting of the American 
Academy on May second, 1930. A number of 
those connected with the mining industry and the 
mining profession noted the press reports of this 
address, among them Mr. H. C. Bellinger, Vice 
President of the Chile Copper Company, who 
asked the privilege of replying to Mr. Arm- 
strong’s statements regarding the question of 
slave labor conditions in Chile and his compari- 
son of Chile’s and Nevada’s costs, and also Col. 
Percy E. Barbour, a mining engineer of New 
York, who asked the privilege of replying to the 
question of an import duty on copper. Not 
having sufficient space for two articles, we sug- 
gested that Col. Barbour and Mr. Bellinger 
combine their remarks in one article. Mr. 
Bellinger’s remarks in regard to labor conditions 
in Chile and the comparison of Chile’s and 
Nevada’s costs are therefore included in the 
article by Col. Barbour, which we are glad to 
publish on the principle which the Academy has 
always followed, that its platform and its publi- 
cation should be open forums where both sides of 
a question may be freely discussed.—Editor’s note. 

2See Armstrong, Frank C., “The Effect of 
Exportation of Capital upon the Copper Indus- 
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great difficulty is presented by the fact 
that there is no uniformity in account- 
ing and bookkeeping methods among 
the different companies. A very care- 
ful analysis of the cost of producing 
copper, giving due credit to the various 
contents of precious metals and proper 
debit on account of mine production, 
smelting, refining, selling costs, and 
depreciation, was published in the 
Engineering and Mining Journal of 
June 8, 1929, based on company re- 
ports for 1928. From the final table 
of costs in that article, the following 
are extracted. They are especially 
comparable because the operations are 
all on a very large scale on very low- 
grade ores. 


Mine Cents Per Pound 
7.29 
9.42 
8.51 
Andes (in Chile)........... 9.69 
Braden“ “ ........... Not available 


During the year 1928, the produc- 
tions of these companies were: 


Mine Short Tons 
134,231 
132,932 
109,136 


The average cost of the total of 
Utah and Nevada copper above was 
8.34 cents as compared with 8.51 cents 


’ Parsons, A. B., “Analyzing the Cost of 
Producing American Copper.” 
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for Chile or as compared with 8.89 
cents for Chile and Andes together. 
Braden costs are not published but are 
known to be not materially different 
from the Chile costs and will not affect 
the above disproof of the statement 
that foreign copper costs less to pro- 
duce than copper produced under the 
same, or as nearly as possible the same, 
conditions in the United States. 
Referring specifically to Mr. Arm- 
strong’s comparison of the cost of 
Chile Copper and Nevada Consolidated 
Copper for the year 1928, which he 
gives as 5.084 cents and 9.197 cents, 
respectively, this is not a fair com- 
parison. He has compared Chile Cop- 
per’s bare production cost with Ne- 
vada’s total cost, including all general 
expenses, depreciation, interest, income 
taxes, and so forth. Chile Copper’s 
cost on the same basis, i.e., including 
all general expenses, depreciation, bond 
interest, income taxes, and so forth, is 
8.51 cents, as stated in the table given. 
The African coppers will be coming 
into the world markets in increasing 
volume during the next ten years. 
Their costs are estimated by the Min- 
eral Research Corporation,‘ as follows: 


Mine Cents Per Pound 
Bwana M’Kubwa........ 16 .0-16.5 
Roan Antelope........... 9.5-10.0 
11.0-11.5 
10 .0-10.5 
N’Changa West Ext....... 10 .0-10 


It is therefore apparent that the 
statement that the foreign coppers cost 
less to produce than United States 
coppers is far from the fact unless 
companies taken for comparison are 
obviously non-comparable. 

* Rhodesian Coppers, Mineral Research Corpo- 


ration, New York, 1929. 


Soutu AMERICAN LABOR Costs AND 
GRADE OF ORE 


Mr. Armstrong’s reference to the 
production of Chilean copper under 
slave labor conditions is unjustified as 
well as unfair to Chile, which is con- 
sidered the most progressive country in 
South America. His charge must be 
based on two factors—living conditions 
and wages. 

Mr. H. C. Bellinger, Vice President 
of the Chile Copper Company, states, 
with reference to living and wage 
conditions in Chile, that the three 
American copper companies operating 
in Chile, which in 1928 produced 96.4 
per cent of the copper output of that 
country, provide free housing, light, 
maternity and general hospital service, 
and recreation and amusement facilities 
in the way of club buildings, athletic 
fields, and so forth, for all of their em- 
ployees. Twoof these companies oper- 
ate their own stores, under most sani- 
tary conditions, these being equipped 
with cold storage for meats, vege- 
tables, and so forth. However, these 
companies do not restrict the pur- 
chases of their employees to the com- 
pany stores, but encourage reputable 
outside concerns, not in any way con- 
nected with them, to operate stores and 
to sell to the employees. As a further 
safeguard to the health of the work- 
men, all foods—particularly meats— 
whether sold in their own or outside 
stores, are inspected and passed upon 
by sanitary inspectors. Also, in order 
to prevent profiteering on the part of 
outside merchants, the company stores 
are operated without profit. It may be 
of interest to note that probably 90 
per cent of the merchandise sold in 
these camps is through the company 
stores. The third company does not 
operate its own stores, all merchandise 
being sold through outside concerns. 

In — 1929, the — of the 
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Republic of Chile, Don Carlos Ibafiez 
del Campo, visited the mines and the 
properties of two of these companies, 
and I quote below a few extracts from 
Chilean newspaper articles regarding 
his impressions of the conditions under 
which the workmen employed at 
Chuquicamata live: 


His Excellency has seen industrial es- 
tablishments of which any country may 
be proud, with good dwelling houses, 
hygiene, beautiful schools, excellent hos- 
pital attention, equal and just treatment of 
personnel and wages more or less in har- 
mony with the work performed; in resumen, 
a superior comprehension of the duties of 
employers. 

Enterprises such as these deserve the 
greatest consideration of the Government, 
as their attitude is a generous contribution 
to the program of harmony and social 
justice. 

Here in Chuquicamata I find the Chilean 
workers well dressed, of healthy appearance 
and living in clean and well preserved homes 
in an atmosphere of culture worthy of all 
praise. 

The day before yesterday we had the op- 
portunity to talk with the President about 
various problems of public interest in Anto- 
fagasta, to which we referred in a previous 
article, and speaking about working condi- 
ditions at Chuquicamata he expressed him- 
self with ardour in praising the Manage- 
ment of the Mines, saying that they 
had neglected nothing insofar as hygiene, 
sanitation, comfort, education, culture, 
amusements, living conditions, etc. were 
concerned. And ended his talk by the fol- 
lowing textual words, “‘I would like nothing 
better than to see all my fellow citizens 
live as do the laborers of Chuquicamata.” 


and I may say that His Excellency 
spoke equally well of conditions as 
he found them on his visit to the 
other copper property. 

With regard to rates of pay, Chile 
does not differ from any other country. 
Wages are primarily based on two con- 
ditions: first, cost of living, and second, 
efficiency. The labor cost per ton of 
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copper produced in Chile is quite as 
high as for that produced in the United 
States of America. In other words, 
per unit of work done, the Chilean 
laborer is as well and as highly paid 
as the same class of labor in this 
country. 

In South Africa, the wage scale for 
native labor is admittedly low, but it 
is the most expensive labor per unit 
of product. It is untrained, indolent, 
and inefficient, and the operators are 
importing highly paid skilled miners 
from England, with benefit both to 
their operations and their unit costs. 


COMPETITION OF IMpoRTED COPPER 
IN THE UNITED STATES 


There is no real competition in the 
United States of foreign copper with 
home production, for the simple reason 
that the United States has always pro- 
duced more copper than it consumed; 
Mr. Armstrong to the contrary not- 
withstanding. The United States has 
always depended on its export trade 
for disposition of its surplus production 
and for its profits, which it could not 
have made on the scale of the past 
except with production on the scale 
of the past and with foreign markets to 
take its surplus output. 

The following table from Mineral 
Industry, based on United States Bu- 
reau of Mines figures, shows that the 
United States, over a period of twelve 
years ending 1928, has consumed 61.7 
per cent of its production and has had 
to depend on foreign consumption to 
take the other 38.3 per cent. 

Copper is not imported by this 
country for consumption. It is im- 
ported for treatment and refining, the 
costs of which inure to the benefit of 
United States labor. 

The latest figures available from the 
American Bureau of Metal Statistics 
show the 1929 production of copper in 
the United States as 2,052,696,000 
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ConsUMPTION OF New REFINED CopPER 
IN THE UNITED STATES 


(In pounds) 

Year Production Consumption 
2,428,546,171} 1,394,829,715 
1,805,306,801 914,471,572 
1,634,908,644; 1,156,843,675 
1,020,027,096 497,483,943 
1,358,659,101 925,968,236 
2,140,546,848| 1,392,198,877 
2,405,985,978| 1,430,273,460 
2,304,347,370| 1,460,191,933 
2,498,051,142| 1,570,186,207 
2,572,338,409| 1,608,538,878 

Totals..... 25,025,145,636) 15,435,565,291 


pounds, and the consumption as 2,238,- 
800,000 pounds. But these figures do 
not give the complete picture. United 
States production was increasingly cur- 
tailed throughout the second, third, 
and fourth quarters of the year, owing 
to world business depression. Had the 
production continued throughout the 
year at the highest monthly rate, the 
total for 1929 would have been 2,256,- 
000,000 pounds. 


CopPER THE ONLY UNPROTECTED 
METAL 


That copper is the only metal of 
importance not protected by a tariff 
is a poor argument for a tariff. A 
tariff would increase the cost of copper 
to every United States consumer. 
Moreover, it would cut down our export 
field (which in 1928 accounted for some 
294,000,000 pounds of copper in manu- 
factured products), which would re- 


strict our production, which would in 
turn increase our production costs; 
so that the amount of the tariff 
would not be all net gain, even if the 
rest of the economic world could be 
ignored. Foreign copper is going to 
compete in the foreign markets with 


United States copper, whether it is 
first imported to this country for re- 
fining and selling or whether it is not 
imported; and manifestly, it is greatly 
to the advantage of this country to 
have the refining and selling of it rather 
than to have it controlled by foreign 
operators. 

One could go through Mr. Arm- 
strong’s paper by paragraphs and there 
is hardly one that will stand the acid 
test of actual facts which the copper 
industry has to face. I quote an 
example: 


Copper markets outside of the United 
States will not absorb the present, to say 
nothing of the rapidly developing, pro- ; 
spective production of the South Ameria 
and the African companies which look to — 
the United States for their real market. 


As a matter of fact, the ‘ ‘copper 
markets outside of the United States” _ 
not only do absorb all of the foreign 
production but they absorb 38.3 per 
cent of the United States productionin 
addition. Neither the South Ameri- Ae 
can nor the South African coppers ; 
“look to the United States for their 
real market.” 

In an earlier paragraph, Mr. Arm- x 
strong says: 


In February, 1926, the African 


Corporation was formed under the laws of 
the State of New York to handle the affairs :. 
of interests known as the Union Miniére du — 
Haut Katanga, which operate the Katanga | 
copper properties in Africa. ae 
The statement is true but the im- 5 
plication is not. Katanga copper has 
long been refined at the Nichols copper 
refinery on Long Island. Unfortu- — 
nately, this is not likely to continue in- — 
definitely after the development of 
African coppers and the building of 
either African or European refineries. 4 a 
The Katanga copper is said to be cheap © 4 
copper; how cheap is not known be- _ 
cause the figures are not published. Pi 
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The African Metals Corporation has a 
function wholly aside from selling 
copper in the United States market, 
which undoubtedly it does to a limited 
extent. The total Katanga produc- 
tion is only a small percentage of the 
copper handled by the fifteen principal 
copper selling agencies of the United 
States, figures for five of which are 
readily available. As a matter of fact, 
only about half of the Katanga pro- 
duction comes to the United States for 
refining. Even if the African Metals 
Corporation sold all of this copper in 
this country, it would still be a very 
small factor, of no particular market 
influence. 

The principal selling agencies in this 
country and the approximate quanti- 
ties handled are: 


Agency Lbs. per Annum 
1,000,000,000 
Am. Smelt & Refining Co. 1,000,000,000 
Kennecott & Nevada...... 800,000,000 
American Metals......... 500,000,000 
Phelps Dodge............ 200,000,000 

* Imported. 


In another paragraph, Mr. Arm- 
strong takes up the cudgels for Arizona. 
He says: 

This influx of foreign low cost copper 
means perhaps more to Arizona than to 
any other state. Its present mines are 
running at low speed and its undeveloped 
resources are neglected, and this will con- 
tinue so long as low cost foreign copper is 
permitted to usurp Arizona’s natural 
market. The same set of facts of course 
applies to all other copper-producing 
states. 


One is inclined to ask what “‘set of 
facts,” because the only “fact”’ in the 
paragraph quoted is that Arizona’s 
mines are “running at low speed”’ and 


4 
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that applies only to state production as 
a whole and not to some instances, like 
Miami, which is running at greater 
capacity than ever. This is shown by 
the following official production figures: 


AVERAGE PRODUCTION IN 
Snort Tons 


Mines 1928 | 1929 |Quarter 


Calumet and Arizona | 5,482 | 5,487 | 3,985 


1,521 | 1,593 | 1,188 
| 2,011 | 2,464 | 2,817 
Old Dominion....... 922 931 894 
Phelps Dodge.......| 8,511 | 9,252 | 6,424 
United Verde Ext....| 1,839 | 2,472 | 1,924 


The reason that Arizona’s mines 
have slowed down is that world busi- 
ness has slowed down, and Arizona’s 
production has been curtailed. Con- 
tinued high rate of production would 
simply pile up stocks of refined copper, 
which costs about a dollar per ton to 
carry. 

Under normal conditions, the world 
would have consumed about 4,040,- 
000,000 pounds of copper in 1929, 
based on the average annual increase of 
six per cent over the last fifty years, 
making proper allowance for the war 
setback, as I have previously shown. 

The latest figures available from the 
American Bureau of Metal Statistics 
give the actual world consumption of 
copper for 1929 as 4,207,800,000 
pounds. Indications are that the rate 
of world consumption for the first 
quarter of 1930 and also the present 
rate are lower. 

Mr. Armstrong’s conclusions are at 
complete variance with well-known 
facts throughout the industry. 

5 Barbour, Percy E., “The Next Move in the 


Price of Copper Metal,”’ The Annalist, New York, 
March 7-14-21, 1930. 
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Commercial Policies as Causes of 
International Friction 
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Sidiess of History, University of Pennsylvania, Philadelphia, Pennsylvania 


HE political consequences of eco- 

nomic policies are not always easy 
to determine or estimate. Neverthe- 
less, it has been fairly generally ac- 
cepted by historians that commercial 
policies and the control of exports and 
imports through tariffs and other de- 
vices have been a fruitful source of in- 
ternational friction and even of war. 
This is particularly true of the his- 
torians of the last generation. Earlier 
writers, like some of our own day, were 
too much absorbed in military and 
political history to pay much attention 
to the more difficult aspects of economic 
and cultural history. 

With the advent of the economic his- 
torian, however, the history of many of 
the principal periods and movements of 
the past has been rewritten from a new 
angle. It is among these newer his- 
tories that the important and often 
basic relationships of tariffs and com- 
merce to wars is brought out. 


ANCIENT GREECE SHARED MopERN 
Motives 


Thus, while Thucydides fails almost 
entirely to recognize economic or com- 
mercial causes behind the Pelopon- 
nesian wars, a modern writer, George 
Beardoe Grundy,' develops the thesis 
that they furnished the main cause in 
the prolonged struggle between Athens 
and Sparta. 

To the modern writer, the Megarian 
Decree controlling the trade of Megara, 
the alliance between Athens and Cor- 
cyra establishing command over the 
most important and strategic point in 
_ | Thucydides and the History of His Age, 1911. 


the western grain route, and mat 
the economic rivalry between the two 
principal Greek cities, are of basic sig- 
nificance. True, Thucydides makes in- 
cidental and almost unwitting reference 
to them, but their significance escapes 
him entirely. Thus, he repeats without 
comment the speech of the Corinthian 
agitators to the Peloponnesians: 


If you let the Athenians get hold of 
Corcyra, the route to Sicily, and conse- 
quently the Sicilian trade, will be in their 
hands. Of course states like Corinth which 
actually carry on that trade will suffer 
most, but your turn will come when you 
are unable to obtain through Corinth that 
corn which you purchase through your man- 
ufactured and home grown commodities. 


This indicates a very modern motive 
of economic self-interest, far from the 
sentimental reasons usually given, for 
the action of the Peloponnesians in 
uniting against Athens. Certainly the 
fear of Athenian control of Greek com- 
merce, and consequently of Greek 
economic life, was quite as important 
as was the fear of Athens as a political 
power. 

To Athens, on the other hand, the 
control of the Sicilian grain trade 
through Corinth was all-important, 
because only in that way could she 
support an industrial population de- 
pendent on its food supply from over- 
seas. How very modern! 


ComMMERCIAL Factors 1n Punic Wars 


If time permitted, the economic and 
commercial factors in the great life- 
and-death struggle between Carthage 


and Rome could be equally clearly 
117 
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demonstrated. First came the Cartha- 
ginian monopoly of the commerce of 
the western Mediterranean. Marseilles 
had been crowded back to the northern 
shores of the Mediterranean, and the 
Punic monopoly over the trade of this 
area, became more and more rigorous. 
Professor Tenney Frank says: 


Carthage had expanded till she now con- 
trolled all of northern Africa, southern 
Spain, Corsica, Sardinia, and the western 
half of Sicily. Now, though there is no 
indication that either Rome or Carthage 
resented bigness and success in each other, 
the methods of Carthage were objectionable 
to her neighbors. Her imperialism was of 
the oppressive and exploiting kind that 
often betrays itself in commercial nations. 
Her whole policy was mercantilistic. 
Navigation and embargo acts followed her 
army and navy. Her ambition was to 
gain possession in order to exclude other 
nations’ vessels and control a monopoly of 
trade. . . . Now Rome was little concerned 
about maritime trade—in fact, the farmer- 
senators had always signed the trading 
treaties presented by Carthage, treaties 
which secured all the commercial advan- 
tages to Carthage and gave Rome few in 
return. What did they care for such 
things? But they were anxious for the 
political safety of southern Italy, which 
the Punic encroachment was endangering. 
If Carthage obtained Messana, her strong 
fleet could block the narrow roadstead of 
less than two miles that led to Rome’s 
southern allies and the Adriatic colonies. 
She could also invest. Rhegium, which lay 
across the straits, a thing she had in fact 
shown some intention of doing in 282. 
[Rome wished to prevent] the Sicilian straits 
from falling into the power of a state which 
practised the doctrine of mare clausum 
whenever possible.” 


The encroachments upon Sicily 
threatened to extend to the eastern 
Mediterranean also. The dangers to 
the growing Roman state were manifest. 
Rome defended Sicily and drove out 


?Frank, Tenney, Roman Imperialism, pp. 
90-91. 
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the Carthaginians; but the latter were 
ambitious, and so recouped themselves 
by the conquest of Spain with its rich 
resources, especially in the silver 
mines. But the traders of Marseilles 
had been operating in those regions, 
They now found themselves excluded. 
No others could trade where the Punie 
standard was raised—the “open door” 
was not known in those days. Being 
close friends of the Romans, they ap- 
pealedtoRome. Rome responded, and 
a distinctly commercial cause was added 
to the others behind the second Punic 
War. 


ENGLISH AND DutcH COMMERCIAL 
RIVALRY 


It would take too long to show the 
commercial elements in the Crusades 
or in the Hundred Years War. The 
dominance of economic factors in the 
English-Dutch wars of the seventh 
century is well known. 

The codperation of the English with 
the Dutch in bringing about the politi- 
cal independence of the latter in the 
years of Elizabeth in the sixteenth 
century gave way to an intense com- 
mercial rivalry in the seventeenth. 
Becoming virtually ‘Mistress of the 
Seas”’ in the first half of the century, 
the Netherlands captured most of the 
carrying trade. This led to friction 
with England, and under the Common- 
wealth the Dutch trade supremacy 
was challenged. The Dutch-English 
wars resulted. England was victorious, 
supplanted her rival, and emerged 
with a highly developed commercial 
system formulated in her Navigation 
Acts, which served as the basis of her 
policy till their repeal in the middle of 
the nineteenth century. 


FRENCH AND ENGLISH MERCANTILE 
ConrFLICTS 


The mercantilistic policies of France 
and England from the time of Crom- 
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CoMMERCIAL Po.icres AS CAUSES OF INTERNATIONAL FRICTION 


well and Colbert to the French Revolu- 
tion more than a century later, had in 
them all the elements which today 
characterize the nationalistic tariffs 
and commercial policies of many of the 
postwar European states, especially 
the new ones, which see in tariffs and 
other measures for economic control, 
not only the accepted instruments for 
the building up of national industries, 
but a powerful stimulus to patriotism 
and nationalism as well. 

The difficulties over commerce be- 
tween England and the colonies is 
recognized by all historians of the 
period as a principal cause of the 
American Revolution. The efforts to 
enforce the Navigation System aroused 
much discontent in commercial centers 
and contributed greatly to the revolt 
of the colonists. 

During the French Revolution and 
the Napoleonic era, the high tariffs 
and other measures adopted by the 
French, especially by the Convention 
and later by Napoleon, for the exclu- 
sion of English commerce were a major 
cause of England’s prolonged struggle 
with France. True, there were other 
causes, such as the execution of Louis 
XVI and the excesses of the revolu- 
tionists; but in the last analysis, it was 
the French move upon the commercial 
port of Antwerp and the question of 
the grain trade that induced Pitt to 
enter the lists in 1793. Ten years 
later, after a truce of a year following 
the Peace of Amiens, the war was re- 
sumed because the French continued 
their restrictions on British commerce 
and extended their tariff barriers to the 
frontiers of the newly occupied area. 

The commercial character of the 
issues of the Napoleonic wars are 
known to all students of European 
history. Napoleon’s Berlin Decree, 
like that of Milan and others, was es- 
sentially a commercial measure ex- 
cluding English goods from the Con- 
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tinent, while the Orders in Council 
were similar measures on the part of 
England to combat Napoleon’s Con- 
tinental System. Napoleon was de- 
termined to force the nation of “shop- 
keepers”’ to its knees by “smothering 
her under her own goods,”’ to which he 
denied a market on the Continent. 
For an entire decade the conflict raged, 
marked by arbitrary decrees and or- 
ders issued to compel commerce to 
maneuver like a regiment. Of course, 
it could not be done. Not only did 
the rival governments issue licenses by 
the score to violate their own regula- 
tions, but clandestine methods and 
routes of trade developed to offset the 
arbitrary and artificial restrictions. a 


SEPARATION OF AUSTRIA FROM 
GERMANY 


The most conspicuous illustration of 
the effect of tariffs on political history 
in the nineteenth century appears in 
the development of the unification of 
Germany. A comparison of the politi- 
cal boundaries of Germany as they 
were finally drawn in 1871 with those 
of the Prussian Customs Union, or 
Zollverein, shows that the two are 
identical. Austria, historically the 
oldest and the leading German state, 
refused to have anything to do with 
the Customs Union. As aresult, when 
the political crisis came, the economic 
bonds, which had become steadily 
stronger between the other states of 
Germany, were absent in her case, and 
political isolation followed her eco- 
nomic isolation. Twenty-five states 
united to form the German Empire 
without Austria. The far-reaching im- 
portance of this upon later European 
history cannot be easily overestimated. 


Tarirrs ALIENATE FRANCE AND ITALY 


Sometimes tariff wars follow political 
combinations and alignments. An in- 
teresting example of this is seen in 
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the Franco-Italian relations after It- 
aly’s entry into the Triple Alliance. 
Italy’s action was bitterly resented by 
France, despite the fact that France 
had annexed Tunis, which Italy re- 
garded as distinctly within her sphere 
of influence. Toward the end of 1886, 
Italy renounced her commercial treaty 
with France and applied her new 
tariff rates to French imports. In 
February 1887, France retaliated by 
raising the rates against Italian im- 
ports, to which Italy replied by a 
further increase of duties on goods 
frorn France. 

As a result, France and Italy found 
themselves hopelessly alienated by 
1887. Italian commerce, and in par- 
ticular the wine and silk trade, suffered 
heavy losses. What is more, the dec- 
ade of virtual exclusion of Italian wines 
through high tariffs led the French to 
increase their own production, which, 
with the importation of Spanish and 
Portuguese wines, seems to have devel- 
oped an adequate substitute for Italian 
wines, and closed the French market 
permanently to Italian wines on any 
large scale. Unwittingly, the French 
built up a supply independent of Italy, 
which is the kind of thing so many 
statesmen of the new Europe of today 
seem to think it necessary to do. It is 
the “infant industries” argument back 
of our tariff legislation. Europe began 
to copy it long before the Fordney- 
McCumber tariff and American com- 
petition led them to talk of a “United 
States of Europe.” 


_ PROTECTION ADOPTED THROUGHOUT 


EvROPE 


In 1879, Bismarck, in urging his 
protective tariff before the Reichstag, 
declared that while England adhered 
to free trade she was alone in this, 
France, Austria, Russia, and the United 
States all being strongly protectionist. 
Germany, he claimed, must no longer 


remain the dupe of an amiable error, 
He said :* 


We have hitherto owing to our policy of 
the open door been the dumping-ground for 
the overproduction of other countries, 
It is this, in my opinion, that has depressed 
prices in Germany, that has prevented the 
growth of our industries, the development 
of our economic life. Let us but close the 
door, let us raise the somewhat higher bar- 
rier which I am now proposing, and see 
to it that at least we preserve for Ger- 
man industry the market which we are 
now good-naturedly allowing foreigners to 
exploit. . . . The fact is that our condition 
is unsatisfactory and, in my opinion, is 
worse than that of our protectionist neigh- 
bors. . . . For the abstract teachings of 
science in this connection I care not a 
straw. I base my opinion on experience, 
the experience of our time. I see that 
protectionist countries are prospering, that 
free-trade countries are retrograding and 
that great and powerful England, the 
mighty athlete, who, having hardened her 
sinews, stepped out into the open market 
and said, “‘Who will fight me? I am ready 
for any and all,” even she is gradually 
returning toward protection, and will in a 
few years adopt it, in order to keep for 
herself at least the English market. 


The adoption of the new tariff was in 
accord with the abandonment of the 
free trade policies inaugurated by 
Cobden and the Anglo-French treaty of 
1860. In its place we have a return to 
high protection throughout the con- 
tinent of Europe generally. As the 
rates rose higher and higher and the 
competition became keener, other 
means of fostering national industries 
and trade were developed with high 
tariffs as the basis. Through a highly 
organized system of cartels or trusts, 
rebates, favored shipping and freight 
rates, “dumping,” and so forth, a 
systematic group, even national effort 
to sell goods in foreign markets was 
developed. The new economic system 


Kohl, Die politischen Reden des Fiirsten 
Bismarck, VIII, 11-82. 
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aroused anxiety and resentment, not 
only among competitors less favorably 
situated or semiofficially supported, but 
also in the countries where its influence 
> was exercised. 


CoMMERCIAL Evits DEVELOPED 
STRIFE 


The evils of the system, and Ger- 
many’s iniquities in connection with it, 
were loudly proclaimed during the 
World War. How much it had to do 
with bringing on the war, or rather 
with the development of those un- 
friendly relations which preceded and 
led to war, is difficult to estimate. 

The bitter tariff war between Austria- 
Hungary and Serbia over Serbian pigs 
is well known to historians of prewar 
international relations. The prohibi- 
tive tariff imposed by Austria-Hungary 
in 1906 against Serbian pigs caused deep 
resentment in the little Slav state and 
helped greatly to arouse the agitation 
against the Dual Monarchy which later 
found expression in the activities of the 
society Narodna Odbrana and other 
Black Hand organizations. At least 
one well-known English writer regards 
the Serbian pig war as an important 
antecedent cause of the assassination 
at Sarajevo and thus an immediate 
cause of the outbreak of the great war. 

During the World War, the control 
of industries and commerce proved to 
be, if not a determining factor in the 
victory of the Allies, at least one of the 
most important means towards that 
end. 

From these examples drawn from 
European history before the World 
War, it is evident that tariffs may exer- 
cise deep and far-reaching effects upon 
political and international history. 
Writers in the field of international re- 
' lations have drawn attention to the 
situation for many decades. In the 
first book on international organiza- 
tion ever written, the Parisian monk, 
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Emeric Crucé, early in the seventeenth 
century (1623) insisted upon freedom 
of trade and communications as a 
basis for international organization. 
An entire literature on the subject has 
grown up from the seventeenth century 
onward. 


Postwar Economic RECONSTRUCTION 


The treaty of Versailles and other 
postwar reconstruction measures de- 
parted completely from the idea ex- 
pressed by Crucé. Instead, the treaties 
of Paris set up conditions calculated to 
breed more rather than less tariff and 
commercial troubles. The provisions 
of the treaties, as is well known, repre- 
sent the apotheosis of nationalism. 
New states or political units were set up, 
which in a very short time developed 
new, and too often artificial, economic 
units. The customs units of Europe 
were increased from twenty in the pre- 
war period to twenty-seven, and eleven 
thousand kilometers were added to 
Europe’s economic boundaries. The 
political reorganization of the Continent 
effected at Paris was not only much 
more nationalistic than the old, but 
economically much less efficient. To 
the problems of adjusting economic life 
to the new political units, there was 
soon added the chaos of a depreciated 
currency, inflation, and the consequent 
instability of all commercial transac- 
tions. Particularism, national preju- 
dice, hatreds, and jealousies increased 
the muddle and the waste. 

What would be more natural than 
that the newly-established govern- 
ments, like the old ones, should seek in 
the familiar expedient of tariff legisla- 
tion and commerce control, the remedy 
for the difficulties that beset them? 
High tariffs and other restrictions on 
exports and imports became the order 
of the day. In many quarters, this 
seemed the only way of stopping de- 
preciation, up national in- 
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dustries, and making the country self- 
sufficient. It stimulated an abnormal! 
expansion of industry not justified on a 
peace basis, and provided artificial but 
temporary employment for surplus 
labor. The inevitable result of this 
increased industrial capacity was a 
further attempt to reserve the home 
market for home production by stil! 
higher tariff barriers. 

In many instances, also, the high 
tariffs were definitely adopted for 
bargaining purposes; frequently, how- 
ever, the schedules remained after the 
bargaining had been done. Again and 
again, moreover, the exaggerated rates 
of what had been prepared as a farif de 
combat were applied before the bargain- 
ing, to make the weapons more 
effective. At the same time, they 
brought about the growth of vested 
interest, which in turn fiercely com- 
bated reduction of duties. Super- 
protectionism developed, eagerly sup- 
ported by the hundred per cent 
nationalists who professed to see in it 
the maintenance of key industries 
necessary for national existence. 


“a Europe Distressep BY TRADE 
BARRIERS 


The result is an almost incredible 
economic condition on the European 
continent. Not only have trade bar- 
riers been raised to abnormal! heights, 
but following the political boundaries 
established by the treaties, they often 
cut squarely across economically inter- 
dependent areas. The International 
Chamber of Commerce and the eco- 
nomic section of the League of Nations 
have repeatedly called attention to the 
“licenses, tariffs, and prohibitions” 
which have been imposed in order to 
defend the new frontiers. A searching 
analysis of the conditions made by a 
representative group of international 
financiers, bankers, and economists led 
to a vigorous protest in what is popu- 
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larly known as the “ Bankers’ Mani- 
festo,” issued in 1927. Commenting 
on the effect of the political reorganiza- 
tion, they say: 

One state lost its supplies of cheap food, 
another its supplies of cheap manufactures, 
industry suffered for want of coal, factories 
for want of raw materials. Behind the 
customs barriers, new local industries were 
started with no real economic foundation, 
which could only be kept alive in the face of 
competition by raising the barriers higher 
still. Railway rates, dictated by political 
considerations, have made transit and 
freights difficult and costly. Prices have 
risen, artificial dearness has been created, 
production as a whole has been diminished. 
Credit is contracted and currency has 
depreciated. Too many states in pursuit 
of false ideals of national interest have 
imperiled their own welfare and lost sight 
of the common interests of the world by 
basing their commercial relations on the 
economic folly which treats all trading as 
a form of war. 


Although quite unofficial, this state- 
ment merits serious consideration, for 
it carries all the weight of authority 
attached to the utterances of the leaders 
in international finance and trade, such 
as Montagu Norman, Governor of the 
Bank of England, Sir Arthur Balfour, 
Dr. Schacht, President of the German 
Reichsbank, J. P. Morgan, and others. 


DANUBE NAVIGATION SERIOUSLY 
HANDICAPPED 


A cursory glance at the interesting 
model of the tariff walls of Europe by 
Sir Clive Morrison-Bell reveals the im- 
possible nature of postwar European 
tariff barriers. Almost any section of 
Europe will furnish realistic details on 
this score. According to the report on 
Danube navigation submitted to the 
Advisory and Technical Committee for 
Communications and Transit of the 
League of Nations in 1925, 


a vessel could [before the war] proceed from 
Passau to Orsova, a distance of 1,272 
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kilometers, without passing a frontier. 
Delays from frontier formalities were 
negligible. ‘Today, a vessel making such a 
voyage encounters formalities at seven 
frontiers: in Austria, in Czechoslovakia, 
in Hungary (both entering and leaving), 
in the S. H. S. State‘ (both upon entering 
and leaving), and in addition it must go 
through the Roumanian Customs and 
police formalities at Orsova. 


In the aggregate, these delays, to the 
extent that they are avoidable, consti- 
tute a serious economic waste of ship- 
ping, diminish the utilization of the 
Danube, and operate prejudicially 
upon the navigation companies and 
upon their clients. During these de- 
lays, tugs must be kept under steam, 
the crews of tugs and barges must be 
paid, and the entire material remains 
unproductive. On the basis of the 
total traffic on the river for 1924 and 
allowing three hours at each frontier, a 
calculation seems to indicate that there 
was a loss to the barges alone of not 
less than sixty thousand barge hours, 
or five thousand barge days on account 
of formalities, with corresponding loss 
of tug hours and tug days, to say noth- 
ing of the financial burdens of fees, 
taxes, cost of customs and police con- 
voys, and so forth. All of these mat- 
ters represent a handicap upon Danube 
navigation which was largely if not 
wholly nonexistent before the war. 

All this is, of course, in spite of the 
accepted sanity of President Wilson’s 
demand, in the second of his Fourteen 
Points, for the gradual removal of 
economic barriers. The efforts of the 
League’s Economic Commission to find 
a way out of the muddle have failed 
utterly. The enormity of the situation 
is brought out further by the state- 
ment, referred to above, of prominent 
bankers, financiers, and industrialists 
from sixteen countries including the 
United States, on international trade 


* Yugoslavia. 


relations. In their conclusion they 
stress the absolute necessity of break- 
ing down the tariff barriers of present- 
day Europe if prosperity is to be re- 
stored. Proceeding on the basis that 
there can be no recovery in Europe until 
all territories, old and new, realize that 
trade is not war but a process of exchange, 
that in time of peace our neighbors are 
our customers and that their prosperity is 
a condition to our own well-being, 

they declare that present evils, unless 
abated, bid fair to strangle the eco- 


nomic life of the continent altogether. — 


Economic CONFERENCE MEETS 
OBSTACLES 


In 1927, the World Economic Con- 
ference announced that “the time had 
come to bring an end to the increase in 
tariffs and to move in the opposite di- 
rection.”” The assembly of the League, 
greatly stimulated by Briand’s advo- 
cacy of a “United States of Europe,” 
summoned a new Economic Conference 
in 1929 for the spring of 1930. Dele- 
gates from the countries met during 
February and March of this year. 
The Conference found no difficulty in 
giving its support to incidental reforms, 
such as the project to simplify and 
unify tariff classification and nomen- 
clature, but on the major issue of a 
tariff truce for two years it encountered 
insuperable obstacles. 

In the first place, the new states, 
such as Czechoslovakia and Poland, 
opposed the tariff policy because it 
might interrupt the process of their 
industrial upbuilding. Even the agri- 
cultural states, such as Hungary, 
Rumania, and Finland, looked askance 
at the plan which would result in pro- 
longing their dependence upon indus- 
trial powers. Finally, France and 
Italy were hostile, both preferring the 
present general unstable condition, 
buttressed, so far as they are concerned, 
by favorable bilateral commercial trea- 
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ties, to the stabilization of customs 
duties which might deprive them of 
certain advantages. The growth and 
the expansion of their large industries 
must not be jeopardized in any way. 
As a result, an alternative proposal 
was adopted, much less drastic, appli- 
cable for one year, subject to denuncia- 
tion, and accepting the bilateral trea- 
ties. A commercial convention for a 
year’s truce based on the French for- 
mula was duly drawn and submitted 
to the Conference on March 14th. 

The emasculated convention, after 
long and hotly contested argument, 


was finally approved, subject to later 
ratification by the signatory powers, on 
March 24. Eleven states signed the com- 
mercial convention for a year’s truce, fifteen 
the,protocol concerning future negotiations, 
and seventeen the final act.° 

The upshot of this five weeks’ conference 
shows beyond dispute that many of the 
European nations are not yet ready even 
to consider the Zollverein, or Customs 
Union, which would be a necessary pre- 
liminary to any “United States of Europe” 
worthy of that grandiloquent name. The 
Conference has, therefore, demonstrated 
that all political or literary oratory on the 
subject is to be severely discounted until 
a more definite lead is given by the big 
European industrialists, whose interests 
seem to lie in the direction of limited 
international trustification rather than any 
general economic federation.* 


Despite this, M. Briand continues to 
plead for a United States of Europe, 
and it may come about that the dream 
of the idealist, which is after all based 
on the hard facts of economic necessity, 


5“The eleven states signing the convention 
were: Austria, Belgium, Britain, Estonia, 
Finland, France, Germany, Italy, Luxemburg, 
the Netherlands, and Switzerland. The protocol 
was signed by the above eleven and Greece, 
Latvia, Lithuania, and Portugal. The final 
act was signed by all fifteen above, plus Denmark 
and Sweden.” 

® Morley, Felix, “The Disunited States of 
Europe,” League of Nations News, April, 1930. 
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may triumph over the opposition of the 
nationalists and the high protection- 
ists. 


Unitep States Tarirrs CLoup 
THE SITUATION 


Unhappily, our own example is hav- 
ing a most unfortunate effect in Europe. 
The Fordney-McCumber tariff was 
high, but the discussions of the new 
tariff indicate even higher rates. The 
result is inevitable. Already, the dis- 
position to retaliate against our rates 
has made its appearance in many Euro- 
pean countries. Added to the mis- 
conceptions of our attitude in the 
matter of war debts, our tariff policy is 
creating distrust and fear, and may 
lead to a tariff war. 

Tariffs, like taxes, will always be 
with us, say the nationalists. Whether 
we agree or not, it is clear that there 
is a close connection between tariffs 
and nationalism, and that they con- 
tribute in a greater or less degree to the 
atmosphere of unrest in which lurks the 
danger of wars. Furthermore, politics 
are today so intimately intertwined 
with economic life and organization 
that it is impossible to separate them. 
Indeed, as the tendency of states to 
take over business enterprises grows, 
the relationship of economic and po- 
litical power is becoming steadily closer 
and more intricate. 

In the face of these developments, it 
is clear that tariff problems and the 
question of commerce control can no 
longer be adequately solved purely on 
a business basis. Their solution calls 
for the combined efforts of economists, 
financiers, and statesmen. The super- 
nationalism of the past must yield to 
the more practical needs of the people 
and to an appreciation of the fact that 
applied science is gradually unifying 
the world in entire disregard of political 
frontiers. Happily, business groups 
and scientific bodies like the League of 
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: FTER several years of apparent 
‘ee F progress on the part of many 
foreign countries toward a greater 
degree of stabilization of tariffs and 


; recent months appear to have brought 
= 8 marked set-back to that movement. 
_ Generally speaking, tariffs and com- 
— mercial policy abroad, especially in 
Europe, are now again in a state of 
considerable unsettlement and tension. 
_ In the British Empire, the stirrings in 
the field of commercial policy have 
been concerned only partly with the 
nationalistic program of each area. 
There is an even greater stirring 
around the large question of Empire 
Preferences, and the degree to which 
the parts of the Empire might well be 
economically related. 


‘The countries of Latin America, on 


fe : the other hand, dealing less with each 
_ other than with overseas countries, are 

_ pursuing their independent way with 

_Telatively little urging to common 
_ programs and policies, excepting in 
_ the more routine, yet important, as- 
‘pects of the expedition of foreign 
trade 

Among the countries of the Orient, 
by contrast, the most significant fea- 
ture of recent years has been the 
_ strikingly common surge toward the 
attainment of autonomy, in tariff as in 
other matters, by countries which have 
long been under the tutelage of the 
Western Powers. 

Viewing broadly the streams of 
- events and tendencies in foreign coun- 
tries, two distinctly opposite currents 
seem — to be contending for domi- 


Current Trends in Foreign Commercial Policy 


By Henry CHatmers, Pu.D. 
Washington, District of Columbia 
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nance. One is in the direction of more 
liberal governmental attitude toward 
the movement of trade in and out of 
the country’s territory, and the other 
toward a more restrictive attitude, 
This unsettlement appears to be par- 
ticularly marked on the continent of 
Europe, where tariffs and commercial 
policies matter most. 


Ear ier TREND TowARD MODERATION 


On the one hand, there is the spirit of 
moderation and accommodation that 
led to the convening of the World Eco- 
nomic Conference in 1927 and gave 
courageous tenor to its deliberations 
and recommendations. This is the 
spirit that appears to have led to a 
gradual slowing down of tariff revisions 
since 1927, and that has been largely 
responsible for the gradual removal, 
over the last few years, of many of the 
import and export restrictions and 
other artificial controls upon interna- 
tional trade that had marked the post- 
war régime of many countries, particu- 
larly of Europe. 

Just to name the brilliant galaxy of 
conferences that marked the period 
between 1927 and 1929 is impressive. 
In May, 1927, there was held at Geneva 
the World Economic Conference, a 
gathering the like of which in the 
economic field has probably been 
unequaled in our generation, in the 
breadth and scope of its deliberations, 
and in the ability of its participants. 
Its general conclusions and recommen- 
dations received the indorsement of 
representative world commercial opin- 
ion the very next month, at the 
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Stockholm ‘Cungres of the Interna- 
tional Chamber of Commerce. 

These recommendations of the World 
Economic Conference have since come 
to be regarded as the Magna Charta of 
liberal principles and forward-looking 
projects in many economic fields, and 
particularly in the field of commercial 
policy. 

At about the same time, there was 
held at Washington the Third Pan- 
American Commercial Conference, 
which gave prominent place on its 
program to the subject of barriers 
to inter-American trade. Growing out 
of the resolutions and the recom- 
mendations of this conference, two 
commissions of experts from the Amer- 
ican republics have since met to 
work out practical standards and 
procedures with regard to certain 
concrete aspects of the conditions 
of trading among these countries. I 
refer to the Pan-American Commission 
on Simplification and Standardization 
of Consular Procedure, which met in 
Washington in October, 1927, and the 
similar Pan-American Commission on 
Customs Regulations and Port Formal- 
ities, which met last fall. Of the spe- 
cific recommendations of these Pan- 
American conferences, mention will be 
made later. 


Passinc or TRADE RESTRICTIONS 


In the spirit of progressive endeavor 
stimulated by the World Economic 
Conference of 1927, the representatives 
of thirty-odd countries who were 
gathered at Geneva the next fall to 
consider a possible agreement for the 
abolition of import and export prohibi- 
tions and restrictions seemed impelled 
by a desire to give concrete evidence 
of their adherence to the standards 
recommended by the World Economic 
Conference. Despite many difficulties 
in reconciling the positions of the 
different countries, their efforts may be 


said to have already borne fruit, with 
the possibilities of even greater results 
as soon as two additional countries 
can see their way clear to joining and 
making the agreement permanent. 
One of the special agreements there 
worked out brought into actual opera- 
tion on October 1, 1929, when seventeen 
countries of Europe ratified and brought 
into effect an obligation to abolish all 
restrictions on the exportation of hides 
and skins and of bones, supplemented 
by an undertaking for the removal or 
limitation of export duties on these 
products. 

Under the major convention for the 
abolition of import and export restric- 
tions, which has been declared provi- 
sionally in effect from January 1, 
1930, the twenty-odd participating 
countries—including the principal na- 
tions of Europe as well as the United 
States and Japan—undertake to abol- 
ish as between each other all prohibi- 
tions of an economic character on im- 
ports or exports, other than those 
specially recognized or excepted in the 
convention, within a period of six 
months from the date of its coming 
into force. The restrictions of this 
character still maintained in the various 
countries affect a wide range of produc- 
ers, from the growers of prunes to the 
manufacturers of automobiles. Inci- 
dentally, it is clearly understood that 
this agreement does not affect the tariff 
systems or the treaty-making methods 
of any of the contracting countries. 

When finally operative, this con- 
vention is expected to result in a 
material liberation of international 
trading from what has come to be 
recognized as one of the worst forms of 
artificial trade barriers. Its value lies 
not only in the abolition of various 
economic restrictions still existing in 
any of the contracting countries— 
whether in the form of special licensing 
requirements, quotas, or other controls 
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> on foreign trade—but also in the as- 
for thus established against the 
Feimposition by these countries of 

as what is being thus condemned as a 

tie disapproved device for the contro! of 

commerce. 

_-- This series of conferences has been 
notable not only as occasions for joint 
consultation on problems and over- 
~ haulings of standards with a thorough- 

ness seldom before shown, but also for 

f the concrete manifestation of a growing 
_ recognition that the prosperity and the 
general welfare of all countries would 
be advanced by the adoption of simpler 
and more liberal measures to govern 
the flow of trade between them, and 
that there is much to be gained from 
common standards and practices. 


MoperatinG INFLUENCES 


Operating in the same direction, 
although not prompted by the same 
motives, has been the abandonment of 
a number of the major attempts to 
control the supply or the price of raw 
materials on a large scale. I refer 
particularly to the termination of the 
rubber restriction scheme in the British 
East Indies in 1928 and to the recent 
agreement by Brazil to liquidate her 
coffee “valorization” holdings. 

The growth in Europe of what is 
commonly referred to as “the cartel 
movement”’’—including the interna- 
tional industrial agreements of various 
sorts as well as the industrial combina- 
tions that have been more common 
recently—may also be regarded as 
among the moderating influences. 
While they are not proving as successful 
as their sponsors had hoped, these 
cartels or combinations have at least 
j . served to suspend the operation of the 
tariff barriers on the products involved 
between the countries represented in 
the particular agreements, and to 
keep the duties largely unchanged as 
— outside 
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Finally, it was the same spirit that 
apparently prompted the original en- 
thusiastic reception of the idea of 
working toward a United States of 
Europe, or at least a tariff truce. As 
we shall later see, however, the ill- 
fated truce conference revealed the 
deeper and apparently controlling cur- 
rents in the various countries to be 
running in the opposite direction. 


Recent INTENSIFICATION OF Eco- 
NOMIC NATIONALISM 


Within recent months there has 
been manifested a distinct counter- 
current in foreign commercial policy, 
In country after country, there are 
evidences of a new intensification of the 
spirit of economic nationalism. It is 
expressing itself widely in demands 
for higher duties and other measures 
that would reserve the home market 
more exclusively for the domestic 
producers, often with the aim of mak- 
ing the country ultimately independent 
of all imports of the particular com- 
modities. There is being evinced in 
many countries a firmer assertiveness 
on the part of domestic interests before 
their Governments against measures 
contemplated to facilitate the flow of 
trade from abroad and against inter- 
national agreements for concerted ac- 
tion in these matters—steps which the 
broad political and commercial leaders 
of many countries had come to recog- 
nize as necessary to general economic 
health and progress. 

The relatively depressed condition of 
the agricultural producers in a number 
of countries for some time past—result- 
ing partly from that very expansion 
and abundance of production that had 
been so eagerly sought—and the dis- 
tinct recession of prices, employment, 
and general business activity that has 
spread over a good many countries 
since last fall, have doubtless been 
important factors in widely reviving 


the latent spirit of economic national- 
ism, and in giving poignancy to the 
urgings for special measures to check 
imports by any devices available. 
Since last summer, there have been 
extensions of old schemes and a burst 
of new measures in many countries, 
notably certain European countries, 
to assist in the disposal in other mar- 
kets of the surpluses with which they 
are burdened, particularly of agricul- 
tural products,—frequently at prices 
below those in the home market, and in 
some cases under the stimulus of 
various plans amounting to export 
bounties. These have doubtless in- 
creased the strain of international 
competition, with a distinctly unset- 
tling influence upon the normal trend of 
trade expectations and consequently 


upon commercial policy. This un- 
settling influence has reached out and 
affected also many producing countries 
outside of Europe, so thoroughly are 
modern conditions and facilities for 
transportation and communication mak- 
ing of the world one large economic area. 

The above broad characterization of 
current tendencies in foreign commer- 
cial policy must not be interpreted as 
applying universally. No single char- 
acterization can adequately describe 
the situation in the over one hundred 
and fifty areas having individual tariff 
jurisdictions. To obtain a more con- 
crete picture of the trends of commer- 
cial policy, it will be necessary to take 
a series of closer views, focusing in 
brief succession upon each of the con- 
tinents or groups of related countries. 


TRENDS OF COMMERCIAL POLICY IN EUROPE 


The trends of commercial policy of 
the European countries are without 
doubt of the greatest concern and 
interest to the United States. And 
well they may be. 


Evrorpe Nerve CrEntTer or Com- 
MERCIAL Poticy PROBLEMS 

Despite the growing importance of 
Canada and Latin America among the 
markets for American products, and 
the increasing prominence of Latin 
America and the Orient as the sources 
of our importations, Europe is still of 
first importance in American foreign 
trade. It has taken on an average 
about one half of our exports during 
the last few years, and has supplied us 
with nearly one third of our imports. 
But aside from the relatively important 
place of European countries measured 
by volume of our trade interest, there is 
the basic fact that most of the current 
problems in foreign commercial policy 
find their focus among the older 


countries of Europe—arising from their 
competition among themselves and 
with our producers, both in their own 
territories and in common export 
markets. 

When one speaks of the commercial 
policy of continental Europe, one 
needs to envisage an area not much 
larger than that of the United States, 
broken up fiscally into twenty-six 
different countries, each with its sepa- 
rate tariff boundaries and systems, 
each country closely impinging and 
dependent upon the other, and most of 
them with a traditional commercial 
policy and complex of regulations on 
trade that have had their origin some- 
times in political rather than economic 
considerations. In many parts of 

1In considering continental Europe, Turkey 
and Russia have here been intentionally ex- 
cluded; Turkey, because of the definite efforts 
made by her leaders to retire to Angora and re- 
gard their country as primarily an Asiatic power; 
and Russia, because of her exceptional method of 
control of foreign trade, as part of her unique 
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Europe, the present tariff and commer- 
cial policy is still in a state of only 
provisional adjustment to the politi- 
cal and economic realignments result- 
ing from the World War. There is 
consequently a degree of instability 
and frequency of change in trade con- 
trol measures that is not found in any 
other continent. 

Moreover, the complicated network 
of political and commercial relations 
built up by the various European 
countries over generations—with each 
other, with their overseas colonies, 
and with the other independent na- 
tions of the world—makes Europe 
distinctly the nerve center of the world 
in the field of commercial policy. 
It will therefore be necessary to give 
somewhat fuller consideration to the 
development and the trends of the 
commercial policy of Europe during 
recent years than of the other conti- 
nents. 


LiqumpaTING War HERITAGE OF TRADE 
RESTRICTION 


One of the unfortunate heritages left 
to most countries of Europe by the 
World War was the system whereby 
the movement of goods in and out of 
their territories was subject to govern- 
mental restriction of various types. 
In some cases, there was the require- 
ment for obtaining a license for each 
individual import or export transac- 
tion. In other cases, there were ex- 
change restrictions upon the obtaining 
of credits for the settlement of foreign 
obligations. Again, not infrequently, 
absolute prohibitions were imposed on 
the importation or the exportation of 
specified classes of goods. 


general economic experiment, through govern- 
ment monopoly—which obviously does not 
afford any common basis with the rest of con- 
tinental Europe for consideration of commercial! 
policy problems. 
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Stow ProGress IN CENTRAL AND 
EASTERN EvuROPE 


In most countries of Western Europe, 
these governmental restrictions were 
gradually relaxed within a few years 
after the war. Central and Eastern 
Europe, however, had suffered parti- 
tion of territory and the most severe 
economic dislocation. Moreover, a 
number of new national entities had 
been here created, which had the 
additional problems of working out 
something approaching a_ balanced 
economic structure, adapted to the 
new boundaries and economic condi- 
tions, and of attaining a fair degree of 
stability in their national budgets and 
in the value of their national currencies. 
All these factors have complicated the 
situation immensely, and it was not 
until a few years ago that any ma- 
terial progress was made, east of the 
Rhine and the Alps, toward the 
relaxation of the artificial and fluctuat- 
ing controls upon the exchange of 
goods with other countries. 

What was probably the turning 
point occurred in late 1925, when 
Germany, after stabilizing her cur- 
rency, abolished her import and export 
licensing régime, which since the war 
had been so prominent a feature of 
the conditions of doing business with 
that country as to have made the tariff 
duties in most cases of secondary conse- 
quence. To a less complete extent 
was there a moderation, about the 
same time, of the restrictions on trad- 
ing with Hungary, Austria, and Czech- 
oslovakia. In the last two countries, 
however, as well as in a number of 
countries of Eastern and Southeastern 
Europe, important restrictions per- 
sisted, some of which are still in 
operation. 

With the attainment of increased 
stabilization in internal economic con- 
ditions and wider recognition of the 


long-range unwisdom of such measures, 
there developed a greater readiness to 
withdraw these arbitrary restrictions 
on foreign trade, which found its climax 


) in the international convention on the 


subject, already discussed, which came 
provisionally into force as of January 
first of this year. 

While more than the necessary 
eighteen ratifications were secured, a 
number of the countries made their 
ratification conditional upon similar 
action by certain other countries, and 
thus far two of these contingent 
countries—Czechoslovakia and Poland 
—have not found it possible to ratify. 
The conditions that have held them 


) back have been largely eased in the 


last few months, and it is hoped that 
these two countries will be able to 
ratify by the end of the period set (May 
30, 1930) and thus bring the conven- 
tion permanently into operation; other- 
wise, it may be that some of the 
ratifying countries will feel warranted 
in withdrawing from the convention 


altogether.? 


REVISIONS 


After the great unsettlement of the 
wartime and postwar periods, it was to 
be expected that fairly general revisions 
or overhaulings of the tariffs of differ- 
ent countries of Europe would be made, 
and in some cases several successive 
attempts at overhaulings. Nor is it 
surprising that the general need of 
governments for increased revenue, 
joined with the strongly intensified de- 
sire among the various nations to foster 
new industries as well as to protect 
those already established within their 
boundaries, should express itself in the 


2 Both Czechoslovakia and Poland officially 
requested through the League, toward the end of 
May, that this period be extended for several 
weeks to allow of their ratifications being carried 
their governmental channels. 


TREND IN European TARIFF ___ foodstuffs at low prices was urgent and 
domestic production was still in the 


embodiment of generally higher duties 
in the new European tariffs than in the 
old. 

The last few years have, however, 
seen a decrease in the number of such 
revisions. Thus, the years 1925 and 
1926 witnessed general revisions or 
material tariff alterations in sixteen 
countries of Europe; 1927 saw ten; the 
year 1928 saw a material falling off, 
with only five revisions, while 1929 
witnessed general tariff overhaulings 
on the part of only two countries of 
Europe. 

Until about a year ago, most Euro- 
pean countries gave their major atten- 
tion, in providing for additional tariff 
protection, to their various industrial 
activities, new and old. Consideration 
for the agricultural producers took the 
form, in most cases, of the restoration 
—at perhaps somewhat higher levels— 
of the prewar duties on cereals, meats, 
and other food products. In many of 
the continental countries these had 
been either reduced or entirely sus- 
pended during the immediate postwar 
years, when the population’s need for 


process of rehabilitation. 

The past year or so has, however, 
been marked by particular attention to 
farm products in the tariffs and the 
trade control legislation of a good many 
of the European countries, especially 
those of Central and Eastern Europe. 
This probably reflects the widespread 
condition of agricultural overproduc- 
tion and the earnest concern that is 
felt by many governments over the 
relatively disadvantageous position of 
their agrarian population. The efforts 
to ameliorate the situation have taken 
various forms in the different countries, 
and a variety of exceptional devices 
for the control and the stimulation of 
trade in agricultural products is being 
tried out. 
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Recent Measures By GERMANY 
ILLUSTRATIVE 


Germany has recently carried 
through a policy of agrarian protec- 
tionism, as a measure of general farm 
relief, with probably greater thorough- 
ness than any other European country. 
Its measures in this field during the 
past year or so might well illustrate the 
range of measures and devices for this 
purpose that are being experimented 
with by foreign countries generally. 
The German import duties on cereals, 
meats, and other farm products have 
been changed several times since the 
summer of 1929, and each time up- 
ward. In order to be free to carry 
through these measures, the German 
Government even went so far as to 
denounce some of her commercial 
treaties. In addition, special efforts 
have been made to stimulate the profit- 
able exportation of grains and other 
farm products from the eastern prov- 
inces of Germany by the expanded use 
of the old import certificate system. 
On sugar, a sliding scale of duties was 
established last year, and an increase 
in the basic duty has recently been 
ordered. Quite recently also the Ger- 
man Government has been authorized 
to modify, within its discretion, the 
import duties on wheat and rye in 
accordance with the fluctuations in 
current market prices. Within the 
past month a corn monopoly was es- 
tablished, placing under Government 
control the exclusive distribution of 
imported and domestic corn. 


Procress THrouGH COMMERCIAL 


TREATY MAKING 


The period since 1927 has been 
marked by a particularly large number 
of commercial treaties and agreements 
among the various European countries 
and with their trading countries across 

the seas. For a time, many of these 


, 


tinental Europe had come to be re- 
garded as an essential part of a com- 
mercial treaty, namely, reductions in 
the basic or general tariff duties, on 
selected lists of products of particular 
interest to the other contracting coun- 
try, or at least conventionalization of 
certain duties, which “bound” the 
particular countries not to increase 
them during the life of the agreement. 
The fact that the majority of these 
treaties have been for relatively short 
periods, usually one year, subject to 
extension, shows the sense of instability 
of the times. Prewar treaties were 
for long terms, most often for ten years. 

The most significant feature of the 
treaties of the last few years has been 
the apparently definite reéstablishment 
of the unconditional most-favored-na- 
tion clause as the essential governing 
principle in international trading rela- 
tions. In this respect, the recommen- 
dation of the World Economic Confer- 
ence doubtless had its influence. Even 
Spain and France, who for a time in- 
sisted upon special concessions in their 
treaty-making, have since announced 
their definite intention of going back 
to the time-honored policy. There is 
thus being restored the assurance, 
which was fairly general before the 
war, that treaty countries would be 
on a basis of equality in competing for 
the supplying of import requirements 
of common markets, with the benefit 
of any later concessions in duty to 
third countries being extended to each 
other automatically and without ad- 
ditional compensation. 

The commercial treaties negotiated 
during the last few years have also 
contained, with increasing frequency, 
auxiliary provisions granting broader 
assurance than had hitherto been 
common, with regard to the liberal 
treatment of each other’s trade. Par- 
ticularly noteworthy have been the 


treaties were marked by what in con- 
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ae 
undertakings to grant most-favored- 
nation treatment in matters of import 
and export restrictions—an aspect of 
trade control that for somé time had 
been considered as exceptional and 
excluded from the claims of third 
countries. In an increasing number of 
treaties, there is a definite exchange of 
promises not to obstruct the trade 
between the two countries through the 
imposition of any prohibitions or 
special restrictions on their imports or 
exports, beyond those for the purpose 
of public safety, health, protection of 
plants and animals, and the like, which 
are generally excepted. 

The propriety of indirect trade has 
also been recognized in a number of 
recent treaties. This marks a temper- 
ing of that extreme nationalistic posi- 
tion taken by several countries shortly 
after the war, when they denied the 
benefit of conventional duties or im- 
port licenses to which goods were en- 
titled by their origin, if they arrived 
indirectly from one of the old commer- 
cial distributing centers such as Lon- 
don, Antwerp, Copenhagen, Hamburg, 
Vienna, or Trieste. They attempted 
thereby to force foreigners into direct 
commercial relations with their own 
merchants, or into the establishment of 
local agencies, when local commercial 
conditions or considerations of eco- 
nomical distribution did not warrant 
such steps. 

Examination of the European com- 
mercial treaties of the past year or so 
finds that the granting of tariff conces- 
sions in the course of these treaties 
has been less frequent than in earlier 
years. The process of reduction or 
“binding”’ (conventionalization) of du- 
ties among the countries of Europe has 
been going on for a number of years, 
and it is not unlikely that the original 
tariff schedule has in most cases been 
brought to the level that the govern- 
ments consider approximately their 


indispensable minimum. Whether for 
this reason, or because of the increas- 
ingly general adoption of the broad 
most-favored-nation or tariff-equality 
principle, the fact that the possibilities 
of reduction of European duties 
through tariff agreements were about 
exhausting themselves is important. 


Errorts AT CONCERTED TARIFF 
ACTION 


By 1929, many European statesmen 
and economists became concerned over 
the fact that relatively little had been 
accomplished toward the moderating 
of tariff barriers to the movement of 
goods between various parts of Europe 
through the process of bilateral tariff 
treaties. There certainly seemed little 
hope of much reduction of duties by 
autonomous action of individual coun- 
tries, although changes downward were 
more frequently observed in the course 
of tariff revisions of 1928 and 1929 
than during the years immediately 
preceding. Momentum grew for the 
idea of exploring the possibilities of 
tariff moderation by collective action, 
whereby many nations were to consult 
together and act more or less simulta- 
neously. The proposal took various 
forms. 

Some British publicists were inclined 
to the idea of an international tariff 
holiday, during which no increases in 
the existing duties were to be made. 
Others urged all-around horizontal re- 
ductions of protective duties, the per- 
centage of reduction to vary with the 
initial height of the duties of each 
country. Students of the problem on 
the Continent, particularly in France, 
were inclined to favor what they called 
the “progressive demobilization of 
tariffs.” They proposed taking up the 
consideration of a succession of in- 
dividual commodities (like aluminum, 
or cement, or leather), or classes of 
commodities (like wood products, or 
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and endeav- 
oring to secure international agreement 
among as large a number of countries 
as possible for simultaneous reduction 
of the duties on those commodities to 
agreed given maxima. Some studies 
of the latter sort were initiated by the 
Economic Committee of the League, 
but they bore no fruit. 


Tue “UNITED STATES oF Europe” 


While these proposals were being 
discussed, M. Briand, Foreign Minister 
of France, apparently impressed that 
particularly among the countries of 
Europe was there need for some radical 
measures for facilitating the movement 
of goods, judged that the time was 
possibly ripe for a bold stroke toward 
an ,economic federation among the 
European states. Hitherto mainly of 
theoretic interest, and rather dis- 
counted by all but the idealists of the 
Pan-Europa group, an attempt was 
now made to bring this project into the 
realm of practical consideration by 
putting it before the representatives of 
the nations at the League Assembly of 
September, 1929. 

The objective of what is sometimes 
loosely referred to as the proposal for a 
“United States of Europe” is the 
gradual removal or scaling down of the 
many customs barriers now dividing 
the European continent, and the es- 
tablishment of, as nearly as possible, 


one large, unobstructed economic 
area. 
j The leaders of the movement regard 


this program as essential to the eco- 
; nomic health and progress of Europe 
, as a whole, particularly under the 
changed conditions of modern compe- 
tition. They declare the scaling down 
of European tariff walls to be the in- 
dispensable condition for the effective 
development of large-scale production 
in Europe, pointing out its dependence 
upon having a 


~ 
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assured 
market area, so that goods originating 
in any part of the area can move over 
the whole of it with considerable free- 


tion within the producers’ 


dom from tariff hindrance. Their | 
objective and the organization envis- 
aged seem obviously patterned on the 
lines which are regarded as having 
been largely responsible for the re- 
markable economic progress and pros- 
perity of the United States. 


PracticaL OspstTacLes TO EvuROPEAN 
Customs UNION 


The political as well as the economic 
difficulties in the way of actual con- 
summation of any plan for a European 
customs union, even on a limited scale, 
soon became apparent from examina- 
tion of the various projects to that end 
which made their appearance from 
different directions. There were the 
basic questions of how any such scheme 
could be operated without requiring 
closer political as well as economic re- 
lations between the various countries, 
and the serious doubts as to the feasi- 
bility of expecting countries in different 
stages of industrial advancement and 
with widely-varying standards of pro- 
ductive efficiency as well as different 
standards of living to enter such a 
union upon an equal basis. Moreover, 
the scheme fairly bristled with inciden- 
tal questions: 

Should England be included within 
the scope of this union? If so, what 
should be its relation to the British 
Empire? What about Russia? How 
could the countries outside of Europe, 
such as Canada, the United States, 
Argentina, and Japan, be denied the 
benefits of the reduction or waiver of 
duties as between the European coun- 
tries, in view of the most-favored- 
nation obligations to them on the part 
of individual states under the existing 
treaties? 


A considerable element of conti- 
1 


nental opinion was ready to urge that 
any tariff concessions exchanged in 
the course of a multilateral agreement 
should not be subject to claim by 
countries outside this agreement under 
their most-favored-nation treaties with 
any of the participants. The im- 
mediate conflict between the tariff dis- 
crimination implied in such a plan and 
the generally accepted equality theory 
under the most-favored-nation clause, 
revealed how radical was the scheme 
that was being proposed. 


Tue Tarirr TrRucE CONFERENCE 


With the actual attainment of such 
an economic federation of European 
states soon recognized as at best only 
an ultimate possibility, the League 
Assembly recommended, as a first 
practical measure, that an effort be 
made to secure the agreement of the 
nations to suspend any further chang- 
ing of tariffs for a period of a few years. 
The thought was that, if even a short 
period of stability could be obtained, 
there would be gained a breathing- 
space during which plans for future 
steps toward mutual moderation of 
tariff barriers might be worked out. 

February 17, 1930 was set as the 
opening date of the international con- 
ference to consider such a tariff truce. 
However, as the question of participa- 
tion in such an agreement came to be 
discussed by producers and business 
men within the various countries, it 
was apparent that in their enthusiasm, 
the shepherds had gotten out of sight 
of their flocks. Organized business, as 
reflected through the chambers of 
commerce of England, France, Ger- 
many, and elsewhere on the Continent, 
soon made it clear to the governments 
that its needs and desires had not been 
carefully considered when the project 
for an agreement had been launched at 
the League Assembly last September. 
The declared purpose of the conference 


La 
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was then hastily changed, and was 
officially designated as “‘a preliminary 
conference with a view to concerted 
economic action.” 

The conference sat at Geneva for 
five weeks, during which it early be- 
came clear that not only was there a 
radical divergence in the interests and 
the needs of the agricultural countries 
of Eastern Europe from those of the 
more industrialized countries in the 
west of Europe, but there were also 
wide differences in the readiness of the 
countries even of Western Europe to 
bind themselves not to change their 
existing tariff schedules for so much as 
a year. Mr. Graham, President of the 
British Board of Trade, and M. Hy- 
mans, Foreign Minister of Belgium, 
earnestly plead for a tariff truce, but 
received only minority support, mainly 
from Northern European countries. 
France, Italy, and Spain were distinctly 
opposed, or at least unready, while the 
agricultural countries of Eastern Eu- 
rope were primarily interested in some 
special arrangement for assuring the 
disposal of their surplus grains and 
other farm products in the other Euro- 
pean countries which are on an import 
basis in foodstuffs. 

The most to which the agreement of 
any substantial number of countries 
could be secured was not to denounce, 
for a trial period of one year, the tariff 
duties bound by any existing commer- 
cial treaties with other participating 
countries. Countries which do not 
bind their tariff duties by treaties ob- 
ligate themselves not to increase their 
statutory duties for the same period. 
A “commercial convention” to that 
effect, limited by exceptions and quali- 
fications, and described in the Final 
Act as a “first stage in the direction of 
economic codéperation in Europe,” was 
signed on March 25 by the representa- 
tives of eleven countries, namely, 

Austria, Belgium, Finland, 
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France, Germany, Great Britain, Italy, 
Luxembourg, the Netherlands, and 
Switzerland. Seven additional coun- 
tries have since signed—Denmark, 
Greece, Latvia, Norway, Poland, Ru- 
mania, and Sweden—making a total of 
eighteen countries, all of them Euro- 
pean. 

The agreement is to become effective 
only if ratified before November first 
by an agreed list of twelve countries. 
Any signing country may consider tariff 
increases before the end of the year by 
giving two months’ notice to the other 
contracting parties. If no agreement 
is reached by consultation within those 
two months, either state may denounce 
the convention, which then allows 
others the similar privilege of denun- 
ciation upon one month’s notice. 


Puans ror Future NEGOTIATIONS 


The above eighteen signatory coun- 
tries, plus five of the eight non-signatory 
European countries (excluding from 
consideration Russia and Turkey), 
signed the second document resulting 
from the conference—a protocol out- 
lining the scope of the problems and 
objectives for future negotiations and 
establishing a flexible program of pro- 
cedure to be developed as circum- 
stances warrant. This program for 
future negotiations is regarded by 
some as holding forth greater promise 
of definite benefits than the convention 
itself. The questionnaire to which 
each of the twenty-three countries 
signing the protocol is required to reply, 
as a basis of the program for future 
negotiations to be developed by the 
League, is marked by the overshadow- 
ing importance of overproduction 
among the problems most perplexing 
the various European countries at 
present in their endeavors to plan for 
their future foreign trade or their com- 
mercial policy to govern it. The ques- 
tionnaire follows :— 


A 


(a) In what agricultural products is there 
overproduction in each country? 

(b) What are the normal outlets for these 
products? 

(c) What practical means can be employed 
to ensure the disposal and distribu- 
tion of surplus production in the 
normal markets and in other coun- 
tries with an insufficient production? 


B 
What practical means can be employed 
to facilitate the disposal of manufactured 
products, particularly in the direction of 
increasing the extent to which it is possible 
for consuming countries to purchase them? 


C 


In particular, what are, in the case of 
products mentioned in A and B above, the 
customs and administrative measures 
which seem likely to promote the extension 
of markets and the improvement of inter- 
national trade? 

(In order to facilitate the preparation 
of a practicable programme of prelimi- 
nary negotiations, it is desirable that, in 
the first instance, so far as tariffs are 
concerned, mention should only be made 
in detail of those modifications to which 


the most importance is attached.) : q 


D 
What practical means can be employed 
to ensure the movement of European raw 
materials * amongst the different countries 
under more satisfactory conditions and 
their better utilisation? 


It is fairly generally admitted that 
the convention itself regarding the in- 
crease of existing duties does not have 
any very substantial or binding value, 
since it is subject to so many qualifi- 
cations and can so readily be upset by 
the action of any participating country. 
Some critics doubt whether it can sur- 
vive the stress and strain of the politi- 


° “Raw materials” is the official translation of 
the French matiéres premiéres which is obviously 
intended to cover all primary or natural prod- 
ucts. H.C. 
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cal and economic currents within the 
a countries even for a year. 

Even the most critical, however, 
will probably agree that the conference 
has had value in several ways. It has 
cleared the ground of theoretical pro- 
posals and simply well-sounding ex- 
pressions of generous sentiment; in- 
stead, there has been revealed the 
actual position, desire, and intention of 
various countries in this very vital 
field of the control of their trade rela- 
tions. These discussions have prob- 
ably left behind a moral hindrance to 
the continuation of unlimited competi- 
tion in tariff-making among the Euro- 
pean countries. 

Finally, since Europe trades mostly 
with Europe, the emphasis of European 
economic interdependence should foster 
a stronger sense of solidarity, and thus 
form a practical starting point for 
future efforts toward concerted eco- 
nomic action among the countries of 
Europe, or any group of them. Be- 
cause the future projects are likely to 
be more sober and less ambitious, the 
prospects of progress are probably 
greater. 


REACTION STIMULATED BY 
AmBiTious PrRroGRAM? 


Looking backward over the develop- 
ments in this field since last summer, 
there are those who believe that the 
very launching of this laudable pro- 
posal for steps toward an economic 
federation of Europe operated to bring 
to the surface the counter-current of 
extreme nationalistic commercial policy 
that now appears to mark the situation. 
They point out that a definite setback 
was probably given to the slowly 
strengthening current toward more 
liberal commercial policy in Europe by 
the precipitous manner in which a 
definite decision on the part of various 
countries was forced. 

It is urged efforts should 
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have been made carefully to explore the 
ground, to see how far the postwar ad- 
justments in the various countries had 
actually been liquidated and taken ac- 
count of in the commercial policy of 
the country, and to obtain a sober 
estimate as to how far current eco- 
nomic conditions and the popular 
state of mind in the various countries 
of Europe would allow the governments 
to proceed in this direction. Some be- 
lieve that the very suddenness and the 
ambitious scope of the proposal may 
have served to consolidate the fears of 
too drastic action on the part of pro- 
ducing groups in various countries 
into a stiffened attitude, not alone 
against any further liberal steps but 
for positive measures of additional 
safeguard. 

The fact that this conference came 
at a time when pressure was being felt 
from large surpluses of agricultural 
crops, and when the reaction from the 
over expanded industrial and financial 
operations had resulted in at least a 
temporary depression in prices and 
employment, doubtless increased the 
difficulties to be overcome in working 
toward agreement upon more liberal 
attitudes toward foreign trade at the 


present time. 

Events or YEAR AHEAD belts 
SIGNIFICANT 


All these factors taken together 
seem at least to have brought to light— 
if not precipitated—the state of un- 
settlement and tension in European 
policy which I have earlier ventured to 
present as characterizing the present 
situation. At the turn of the year 
1930, at least nine of the countries of 
Europe were understood to have in 
process, or under consideration, fairly 
material modifications of their cus- 
toms tariff. The majority of these 
were probably planned to come through 
within the next other words, 
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during this very period for which the 
effort is being made at least to stabil- 
ize existing duties from being ad- 
vanced. 

The extent to which these proposed 
tariff modifications will now be with- 
drawn, postponed, or moderated, will 
afford a valuable indication of the 
seriousness with which the eighteen 
countries of Europe who signed the 


recent Geneva convention regard that 
agreement. Or, to view the situation 
possibly more fairly, their action during 
the next year will show the extent to 
which domestic economic conditions 
or internal political exigencies can allow 
these countries to shape their tariff 
policies in accordance with the spirit 
and the objectives of va recent Geneva 
convention.* 


Ill. TRENDS OF COMMERCIAL POLICY IN THE BRITISH EMPIRE 


Considering together the far-flung 
areas of the British Empire, and in- 
cluding Great Britain here as the head 
of the British family, although in 
many ways tied up with Europe, these 
British areas form the second largest 
group of buyers of American products. 
In fact, Great Britain and Canada are 
the leading single markets for the 
United States, and together take about 
one third of our exports, or more than 
all of Continental Europe put together. 
The commercial policy of the British 
areas is of much concern to Americans 
not only because of the volume of the 
trade involved, but because of the ex- 
ceedingly wide range of producers in 
the United States who look to Canada 
and England as the natural first out- 
side markets. 


Bririsu TraveE Po.uicies Important 
To AMERICANS 


While closely united by political, 
historic, sentimental, and, in most 
cases, racial ties, the various parts of 


4On May 17, 1930, since the above address 
was delivered, the French Government presented 
to the other European states what is termed a 
“Memorandum on the Organization of a Régime 
of European Federal Union,” promised by M. 
Briand at the League Assembly the preceding 
September. The fact that the scheme now 
presented calls for the creation of a political 
federation or organization among the European 
states, however loose, as the indispensable 
mechanism to the accomplishment of the eco- 


the British Empire are by no means 
united in matters of commercial policy. 
Differences of location, resources, and 
stage of economic advancement have 
resulted in a great variety in the tariff 
and trade control policies within the 
Empire, in accordance with the par- 
ticular need and interest of each of the 
autonomous Dominions and, fiscally, 
almost autonomous colonies. 

The Dominions in particular appear 
to be impressed that, as relatively new 
and largely undeveloped countries 
with considerable natural resources, it 
is to their advantage and interest to 
follow a tariff policy designed to foster 
and protect every effort toward the 
industrial development of their terri- 
tories. The larger British areas, nota- 
bly Canada and Australia, have made 
considerable strides toward industriali- 
zation. They seem to be intent on 
maintaining their policy of protecting 
the lines of manufacture already de- 
veloped, and, if possible, extending 


nomic objectives in mind, is recognition of the 
difficulty of attempting the task of a European 
customs union or even a tariff truce, under the 
present weak state of European political cojpera- 
tion. 

The attainment of this French proposal is 
recognized, even by its sponsors, as so distinctly 
a matter of only ultimate possibility of consum- 
mation, that it need hardly be considered further 
in connection with this discussion of the more 
immediate currents in European commercial 


policy. 


138 Tue ANNALS OF THE AMERICAN ACADEMY 
= 
= 
t 
g 
p 
is 
b 
y 
t] 
al 
fe 
in 
al 
ths p! 
E 
in 
ar 
fa 
co 
cil 
g 
lis 
“ 
ine 
Cc 
on 
m«¢ 
Gr 
m 
= 


4 


Canada has followed a 
rather moderate tariff policy during 
the past decade, particularly in com- 
parison with Australia. It would be 
hard to conceive any circumstances 
under which the Dominions would 
be ready to give products of other 
British areas unlimited access to their 
markets. 


GrowTH OF British PREFERENTIAL 
MovEMENT 


Most of the Dominions and many of 
the colonies have shown a readiness to 
give preference to British over foreign 
products. The tide of the movement 
for preferential duties within the Brit- 
ish Empire has been increasing in 
breadth and intensity during recent 
years. Each year has seen new pref- 
erential duties established in this or 
that part of the British Empire, and 
almost every tariff revision of the last 
few years in those British areas grant- 
ing any preference has been marked by 
an increasing margin of preference to 
English, and in some cases Empire, 
products. But the various parts of the 
Empire are coming to expect a larger 
measure of reciprocal tariff advantages 
in the markets of Great Britain if they 
are to grant much further special 
facilities to the products of the home 
country in their markets. These re- 
ciprocal concessions, England is not 
now in a good position to grant. 


ENGLAND’s Ponicy DicTATED BY 
Economic PosiTIon 


Despite the additions to the dutiable 
list through the small extensions of 
“safeguarding” duties to additional 
industries during the régime of the 
Conservative Party, England still has 
only a limited tariff schedule, with 
most classes of goods entering duty 
free. From a commercial viewpoint, 
Great Britain, the mother country, 
must look upon outside areas, even 


within the Empire, ate as sources 
of the foodstuffs and raw materials of 
which she has not a sufficiency, and as 
outlets for the products of her highly- 
expanded and elaborated industries. 

The natural difficulties of accom- 
modating the tariff policy to these 
different conditions in England and the 
Dominions are accentuated by the 
fact that the English Government is 
now in the hands of the Labour Party. 
The traditional free trade position of 
that party has led the MacDonald 
government to declare itself in favor 
of the lapsing or the termination of 
certain existing duties as soon as the 
revenues from them can be dispensed 
with, and definitely against any exten- 
sion of the dutiable list in England, 
especially in regard to staple food 
products. Yet these staple foodstuffs 
constitute the principal exports of 
most of the Dominions and the colonies, 
and “duties would need to be estab- 
lished on these before any preferential 
advantages could be established in the 
English market in favor of such prod- 
ucts from Empire sources. 

Under these circumstances, the am- 
bitious program for free trade within 
the Empire and duties on everything 
coming from outside, which Lords 
Beaverbrook and Rothermere of Eng- 
land recently attempted—through their 
widely-circulating newspapers—to con- 
vert from a general rallying cry into a 
practical program for a United Em- 
pire Party, was obviously impractical 
of accomplishment. Its weaknesses 
and limitations were quickly pointed 
out by Mr. Baldwin, as head of the 
Conservative Party, and Lord Beaver- 
brook at least has abandoned his larger 
program in favor of the more moderate 
series of measures through which the 
Conservative Party, if restored to 
power, hopes to work toward the goal 
of imperial economic unity. This pro- 
gram ee according to a 
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recent statement by Mr. Baldwin, 
three things: the adoption of a larger 
measure of protection or “safeguard- 
ing” to depressed industries within 
England, which may possibly be used 
for bargaining with other countries, in 
the interest of British export trade; 
the extension of imperial preference 
wherever the Dominions are prepared 
to codperate; and what is termed “the 
new idea of imperial rationalization,” 
which “will bring our Empire indus- 
tries together for their mutual benefit in 
such a way that their experience is 
likely to draw them nearer the Empire 
free trade ideal.” 


OBSTACLES AND Prospects or EMPIRE 
TRADE ProGRAM 


England thus appears to be limited 
in her tariff program by the long- 
standing belief that public opinion will 
not tolerate duties on the staples of the 
workingman’s table—unless the na- 
tional referendum on the subject sug- 
gested by Mr. Baldwin should prove 
sentiment to have changed. The Do- 
minions are concerned primarily with 
fostering their own economic develop- 
ment by such tariff measures as may 
be necessary, even against England, 
although ready to give some preference 
to British over foreign products. Most 
of the colonies regard the tariff largely 
as their principal source of governmen- 
tal revenue. Everything considered, 
the prospect for radical changes of 
large scope in the commercial policy 
of the principal areas comprising the 
British Empire, towards each other, 
seems rather remote at the present time. 

The likelihood of large progress in 
Empire agreements has been rendered 
even more unpromising by recent ac- 
tions of two of the Dominions. ‘The 
Nationalist government of South Af- 
rica ratified last June a commercial 
treaty with Germany, and is now nego- 
tiating what is understood to be a 
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similar treaty with the Netherlands, 


promising the extension to those 
countries of any duty concessions that 
might in the future be granted in favor 
of any part of the Empire. 

More recent has been the drastic 
action on the part of the new Labor 
government of Australia, in tempo- 
rarily advancing the duties on the great 
majority of commodities hitherto im- 
ported, limiting the volume of annual 
importations of others to half the usual 
quantity, and prohibiting the importa- 
tion of other classes of goods except 
with the written permission of the 
Minister for Trade and Customs. 

The resentment against both these 
measures has been considerable in 
England and to a less extent in the 
other Dominions, but apparently the 
conception of the South African and 
Australian Governments as to what is 
called for in the interests of their own 
peoples and industries has led them to 
persist in their announced program, 
at least thus far. 

However, the depressed economic 
conditions now prevailing in various 
parts of the British Empire, accentu- 
ated by concern over the curtailment 
—actual or prospective—of many im- 
portant markets in outside countries 
as a result of the tariff policy of those 
countries, have stimulated very earnest 
thought during the past year all over 
the Empire as to means of bringing 
about closer trade relations between 
them. The only specific effort to that 
end in recent years have been the stud- 
ies and the campaigns of the Imperial 
Economic Committee and of the Em- 
pire Marketing Board working in Lon- 
don. They have thus far placed their 
dependence largely upon the policy 
of stimulating “voluntary preference” 
through an intensive program of pub- 
licity, which has its counterpart in 


a number of the Dominions, urging 


preference in purchases to Empire 


2 


a 
: T 
e 
Cc 
Cc 
re 
Cc 
te 
A 
tl 
ti 
e 
p 
‘ee a i 


goods. 


= 
They have endeavored not 


merely to appeal to sentiment, but to 
stress the close connection between the 
consumption of Empire goods and 
the expansion of import markets for 
the goods produced in Great Britain. 


Tue Comine Economic 
CONFERENCE 


The results of this campaign for 
“voluntary preference” of Empire 
goods has not thus far been all that 
was hoped for it, either in England or 
in the Dominions. The late Canadian 
Minister of Finance therefore made a 
proposal last summer for a special 
Empire conference, to work out recip- 
rocal tariff agreements that will defi- 
nitely divert the purchases of British 
areas more largely to Empire sources. 
This project was not received with 
equal interest in all of the British areas, 


IV. TRENDS OF COMMERCIAL 


Unlike the situation among the 
countries of Europe, or even among the 
various areas comprising the British 
Empire, there has been relatively little 
conference or agitation among the 
countries of Latin America regarding 
collective tariff action or the develop- 
ment of a broad common program or 
commercial policy toward each other. 


RELATIVELY LirtLE ComMON 
PROGRAM OR PoLicy 

In large part, this is undoubtedly due 
to the fact that the countries of Latin 
America are much less dependent upon 
each other’s markets for the disposal of 
their major export products or for their 
import requirements from abroad, than 
are the closely interdependent coun- 
tries of the European continent or 
even those making up the British Em- 
pire. The principal markets as well 
as sources of importation among the 
countries of Latin America are the 


but will doubtless receive serious dis- 
cussion at the next Imperial Economic 
Conference that is to convene in Lon- 
don in the fall. 

Canada seems at present the area 
most friendly to greater Empire prefer- 
ence. She gave strong earnest of that 
sentiment in the annual budget intro- 
duced into the Parliament on May 1, 
1930, which put into provisional opera- 
tion the most radical revision of the 
Canadian tariff since 1907, with the 
declared primary object of diverting 
to British or other Empire sources a 
range of additional Canadian imports 
amounting to about two hundred 
million dollars annually. That the 
motives prompting this step were not 
unmixed, however, is indicated by the 
fact that the Canadian revision was 
received even in England with as much 
amazement as satisfaction. 


POLICY IN LATIN AMERICA 


United States and the major countries 
of Europe, making the need for com- 
mon tariff action or policy among these 
countries hardly urgent. It has been 
noted that most of the commercial 
treaties of Latin American countries 
are not with each other but with their 
major trading countries of Europe or 
the United States. 


GENERAL TREND OF TariFF REvIsIONS 
Upwarp 

In general, the trend of tariff legisla- 
tion in almost all the countries of Latin 
America has, during recent years, 
been distinctly upward. Dependent as 
these countries are upon customs re- 
ceipts for the major part of their 
national revenues, increasing govern- 
mental needs have naturally led to the 
raising of import duties on all or se- 
lected commodities from time to time. 
This primary motive has been rein- 
forced in recent years ” a declared 
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changes 


purpose of increasing the duties in order 
to foster or stimulate domestic indus- 
tries. This has been observed not 
alone in Mexico, Brazil, and Argen- 
tina, where the process of industriali- 
zation has been going on for a somewhat 
longer time, but more recently also in a 
number of areas around the Caribbean 
and, to a less degree, in certain coun- 
tries of the north and west coasts of 
South America. 

While the trend of tariff revisions in 
these countries during recent years has 
been predominantly upward, duty 
changes downward in particular in- 
stances have not been uncommon, 
especially in the case of import duties 
on machinery, equipment, or materials 
for use in production or construction. 
There has been a growing tendency in 
Latin America to encourage domestic 
economic development, whether in 
agriculture, mining, or _ industry, 
through the reduction or waiver of 
duties on the admission of necessary 
machinery and materials, or the waiver 
of local taxes on new economic ven- 
tures. In less frequent instances, have 
there been reductions in the duties on 
foodstuffs, at least for specified periods, 
as a means of keeping down living costs. 

Viewed over a period of years, there 
_ appears to have been somewhat of a 
reduction in the frequency of tariff 
in Latin America. Thus, 
during 1927 as many as twelve of the 
twenty republics in that area put into 
operation tariff revisions or substantia! 
changes in their import duties. In 
1928, the number was five, and during 
_ the last year or so, only three countries 
are found to have put through compre- 
hensive revisions of their customs 
tariffs. Revisions are reported to be 


under consideration or in project at the 


present time in three or four of the 
Latin American countries. 

While the number of general revi- 
sions in the republics to the south of us 


x 

> 


THE ANNALS OF THE AMERICAN ACADEMY 4 


has been decreasing over the last few 
years, suggesting a closer approach to 
stability in the conditions of trading 
with these countries, a considerable 
amount of instability and commercial 
uncertainty has persisted, owing to the 
frequency of change in particular duties 
or import regulations, often being 
made effective without much notice. 
In many of these countries, the execu- 
tive, operating through a particular 
cabinet minister or a specially consti- 
tuted board, is vested with often 
unlimited authority to order changes 
in the duties on individual commodi- 
ties or in other measures of trade 
control, at almost any time, and 
without requiring public hearings, 
legislative approval, or prior notice. 
In no other part of the world is the 
administrative tariff authority a regu- 
lar feature of the governmental régime 
to the same extent as it is in Latin 


America. 


CoLLectTivE Errorts To EXPEDITE 
MoveMEnNtT or Goops 


There have been notable recent 
efforts on the American continent 
during the last few years—some of 
them in a collective way—toward 
simpler and more liberal conditions at 
the customhouses and ports for the 
movement of trade between the coun- 
tries, as well as in the procedures in 
connection with the documentation 
and dispatch of goods. Several of the 
Latin American countries have simpli- 
fied matters by consolidating with the 
basic schedule of duties the various 
customs surcharges which have been 
an important feature of the tariffs of 
those countries. Others have trans- 
ferred the collection of the consular 
fee for the legalization of shipping 
documents—which is often assessed as 
a percentage of the shipment’s value, 
ranging as high as five and ten per cent 
—from the foreign exporter to the 


an 
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domestic importer, thus giving it its 
proper place as an additional customs 
charge. 

During 1929 alone, six of these 
countries—Bolivia, Costa Rica, Cuba, 
Ecuador, Guatemala, and Mexico— 
announced revised consular and cus- 
toms regulations or codes, and all but 
one were efforts in the direction of 
greater simplicity and expedition of 
trade. The recommendations of the 
experts of the American republics who 
participated in the Pan-American Con- 
ference on Customs Procedure and Port 
Formalities at Washington in Novem- 
ber 1929, are expected to give impetus 
to this tendency for simpler and more 
uniform requirements and practices 


in these matters, irrespective of the 
degree to which the draft convention 
recommended by that conference re- 
ceives wide acceptance, as a whole, by 
the American governments. This ex- 
pectation arises partly from the evi- 
dence already apparent of the influence 
of the recommendations of the similar 
Pan-American Conference on Consular 
Procedure of 1927 upon the builders of 
the revised consular regulations which 
have since been issued by various of 
the American countries. Particular ef- 
fort was made at the recent Washing- 
ton Conference on Customs and Ports 
to bring about agreement upon simpler 
methods of control of goods and pas- 
sengers carried by aircraft. 


V. TRE NDS OF Cc OMMERCIAL POLIC Y IN THE ORIENT. 


In the Orient—using the term 
broadly to cover the countries of the 
Near East as well as of the Far East— 
there have been developments in 
commercial policy during the last few 
years of the most far-reaching signifi- 
cance. Turkey, Siam, Persia, China, 
and Egypt have all, in succession, 
finally thrown off the limitations 
hitherto imposed by the Western Pow- 
ers upon their autonomous control of 
their tariffs and other measures of 
regulation of foreign trade. That 
system of control upon the tariff policy 
of the less developed areas appears to 
be rapidly passing away. Only Ethi- 
opia (Abyssinia) now remains of all 
the countries in which for years the 
Western Powers have exercised capit- 
ulatory control over the movement of 
commerce. 


ComMMON SurRGE Towarp TARIFF 
AUTONOMY 
The new tariff schedules of these 
countries, brought into operation in 
exercise of their new autonomy, have 


naturally provided for higher duties in 
most cases. Desire for increased gov- 
ernmental revenue seemed the primary 
explanation. The differentiated na- 
ture of these schedules, however, with 
considerable variation of rates of duty 
applied to different commodities, gives 
indication that the governments are 
beginning to carry through their an- 
nounced purpose in desiring autonomy, 
of encouraging or discouraging im- 
portation of different classes of com- 
modities in accordance with their 
relation to the best economic interests 
of the country. 

In some instances the duties appear 
distinctly intended to protect and fos- 
ter the local development of certain 
industries. On the other hand, the 
nominal size or the entire waiver of 
import duties frequently provided for 
various classes of Western machinery 
and equipment, productive and com- 
mercial, bespeaks the efforts of these 
governments to use their control of 
their own tariff schedules also as a 
means of a the economic 
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development or the modernization of 
the country. 

With one or two exceptions, notably 
Russia, the countries that have con- 
cluded commercial treaties with these 
five newly autonomous countries have 
built them on an equality basis. ‘The 
majority of the treaties provide simply 
for an exchange of most-favored-nation 
treatment. 


TRENDS IN JAPANESE AND INDIAN 
TarirF Pouicy 


The last revision of the import tariff 
of Japan, who has been independent in 
these matters for about a generation, 
was marked by definite efforts to 
protect or stimulate development of 
particular industries within that coun- 
try, in line with the policy of progres- 
sive industrialization along which Japan 
_ has been moving. A further revision 
contemplated for introduction into the 
- next session of the Diet is expected to 
_-« propose some increased measures of 

protection to Japanese industries, but 
also reductions in duties on certain 
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Just, a thought in closing. It may 
well be that this state of tension and 
unsettlement in foreign commercial 
policy that has recently become so 
marked, and the measures that are 
_ being taken and contemplated by vari- 
ous countries in expression of the 
renewed spirit of extreme nationalism, 
are only temporary. It is possible that 
it will pass, or become materially 
moderated, as the present surpluses of 
erops are worked off and _ business 
- confidence and activities are revived. 
There may then be revived the tend- 
ency toward the more stable and more 
liberal commercial policy that had 
marked the past few years. 

SS There are those, on the other hand, 
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VI. CONCLUSION 


staple raw materials and possibly some 
foods. A further moderation of the 
hundred-per-cent luxury tariff, im- 
posed on many classes of goods follow- 
ing the earthquake of 1923, which had 
been partly taken off during the past 
year, is also expected. Notable in 
Japanese commercial policy has been 
the increasing range of commodities on 
which preference is required to be given 
to domestic over imported articles for 
governmental purchases, this list being 
added to periodically upon the recom- 
mendation of the “Home Industrial 
Encouragement Commission.” 

British India has traveled far during 
recent years from her original low uni- 
form revenue tariff to duties ranging up 
to thirty per cent, some of them defi- 
nitely intended to protect certain 
important domestic industries. It is 
also notable that within the last few 
years it has finally been possible to 
force a wedge of preference for British 
products into the tariff system of 
India, which traditionally gave equal 
treatment to products of all countries. 


who see a definitely intensified inter- 
national competition in prospect for 
a stretch ahead. They point to the 
world-wide overproduction in many 
basic lines of agriculture, and over- 
expansion of facilities in many branches 
of industry. This condition is seen 
as the cumulative effect of the efforts 
in sO many countries over the past 
decade toward rapid expansion and 
diversification of domestic production 
in every direction, without sufficient 
recognition of the interrelation between 
production programs and commercial 
policy. 

However, it is beyond my scope or 
purpose here to attempt a diagnosis of 
the basic economic conditions that may 
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be responsible for the currents and 
counter-currents in the tariff measures 
and commercial policies of the various 
foreign countries. All that I have here 
to do has been to recognize du 
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CurRRENT TRENDS IN FoREIGN CoMMERCIAL Pouicy 


and describe these currents, as best 
they can be discerned among the welter 
of individual and apparently unrelated 
developments in this or that country 
during the last few years. 
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The Commercial Policy of the United States in the © 


ORLD economic unity is a 
recognized fact. It is recog- 


nized alike by internationalists and by 
those who would discourage even the 
small experiments now in progress 
toward the organization of the world for 
purposes of political control. Spokes- 
men of our Government join with the 
representatives of business and they, 
in turn, echo the sentiments of our 
universities in proclaiming that what- 
ever affects the welfare and the pros- 
perity of any important country today 
inevitably has its repercussions in all 
of the others. As the Under-secretary 
of the Treasury said in a recent ad- 
dress: “The day of isolation in world 
affairs is over. The prosperity of 
each member of the world community 
is, in a large measure, dependent upon 
the prosperity of all.’’' 

“I think it is a truism,”’ the delegate 
of Colombia remarked, in addressing 
the recent conference for concerted 
economic action, 
that the laws of political economy are 
universal and that any governmental 
measures which affect their operation 
directly influence all the countries in the 
world. From this point of view, there are 
no continents, no nationalities, and no 
frontiers; mankind is an indivisible whole 
and is influenced directly by its material 
needs; unless these are satisfied it cannot 
continue to exist.” 

1“The United States as a World Power,’ an 
address by Ogden L. Mills, New York, March 6, 
1930. Treasury Department, mimeographed 
press release, March 7, 1930. 

2 League of Nations: Preliminary Conference 
with a View to Concerted Economic Action, 
Verbatim Report (mimeographed) of the Fighth 


Meeting, Geneva, Feb. 20, 1930, pp. 1-2. 
Address by M. — Translation. 


By Watuace McCuore, Pa.D. 
reel Department of State, Washington, District of Columbia 


Light of Current World Developments 


Errect INESCAPABLE 


If these statements are true, it 
follows that there can be no sharp 
distinction between domestic commer- 
cial policy and international commer- 
cial policy: each must be predicated 
upon the fact of an outside world and 
upon the interrelation of all nations. 
The expression of any economic policy, 
whether denominated domestic or inter- 
national, has an inescapable effect upon 
commerce, whether within the forty- 
eight states or the wider area of 
American free trade, or between people 
residing in this area and people in 
countries on the outside. 

Moreover, any discussion of the 
commercial policy of the United States, 
whether from the point of view of the 
enlightened self-interest of the country 
itself or, if any difference can be dis- 
covered, from that of the relation be- 
tween commercial policy and world 
peace, must likewise be based upon the 
fundamental fact of universal economic 
unity. 

Such discussion naturally proceeds 
through three separate topics, seeking 
answers to the questions: (1) what is the 
existing commercial policy of the 
United States; (2) what are the com- 
mercial policies of the countries with 
which it comes in contact in the actual 
courses of trade; and (3) what is 
necessary to produce that harmony of 
effort that will best promote the world 
prosperity upon which, as Mr. Mills 
and so many others have said, the 
prosperity of each country and all 
countries depends. 

The development of so extensive an 
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outline would seem to presuppose not 
only some explanations from past 
events but faith and foresight covering 
a considerable number of future years. 


I 


CoMMERCIAL Po.icies OF THE UNITED 
STATES 
The present commercial policy of 
the United States is characterized by 
a consistent and very thoroughgoing 
effort to retard the importation of 
merchandise and to promote the ex- 
portation of whatever can be produced 
within the American domain. System- 
atic retardation of imports began 
with the first Congress and has seldom, 
if ever, been absent from American 
policy. 

Though export trade, even in the 
beginning, was not neglected, it could 
be depended upon in large measure to 
take care of itself. Far-reaching Gov- 
- ernmental effort to promote and foster 
the sale of national products abroad 
may be said to be a development of the 
present century, especially of the pres- 
ent decade. 

To the policy of retarding importa- 
tion there are few exceptions. It is 
true that importation occurs upon a 
vast scale. It is also true that more 
than three fifths of all imported prod- 
ucts are not subjected to the payment 
of import duties. This large propor- 
tion, however, results from the fact 
that the imported commodities in- 
cluded in it are almost exclusively raw 
materials, and from the further fact 
that import duties upon merchandise 
other than raw materials are so high 
as to depress or eliminate the propor- 
tion of the total importation that might 
be expected to be comprised of fabri- 
cated and dutiable goods. 

It is not by any means true, however, 
that all raw materials are on the free 
list. The policy of the United States 


with reference to importation does not 


consistently follow the well-known 
doctrine of the mercantilists that the 
importation of the raw materials of 
industry should be unencumbered.* 

Perhaps the only clear-cut element 
of American policy with reference to 
importation that is not one of retarda- 
tion, unless the mere existence of a 
free list in the tariff laws may be so 
considered, lies in the precedent set a 
few years ago of Governmental dis- 
approval of loans, the proceeds of 
which were to be used to further the 
interests of certain monopolies in the 
production of raw materials in other 
countries. In the case of the recent 
loan of approximately $100,000,000 to 
the State of Sao Paulo, Brazil, the 
bankers expressly represented that the 
proceeds were to be used for the liqui- 
dation of coffee stocks and not for the 
further valorization of coffee. This 
slight exception is one which proves the 
rule. 


Action NECESSARY 


President Harding was only one of 
many spokesmen of the Government 
and the people of the United States 
who have clearly pointed out that if 
Americans do not buy abroad they 
cannot sell abroad;* for exports can 
only be paid for by goods or their 
equivalent, services. While a country’s 
imports and exports vis-a-vis any 
particular country need not be in 
balance, any country’s imports from 
all countries must, over any consider- 
able period of time, equal its exports to 
all countries. Otherwise, its people 


3See Spann, Othmar, The History of Eco- 
nomics, New York, 1930, p. 32. 

“Continued trade must be reciprocal,”’— 
address of Feb. 28, 1922, to joint session of 
Congress. “‘We recognize the necessity of 
buying wherever we sell, and the permanency 
of trade lies in its acceptable exchanges. In our 
pursuit of markets we must give as well as 
receive’’—address of Dec. 6, 1921, to joint ses- 
sion of Congress. 
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would be giving away goods or services 
without compensation. 

The policy of the United States with 
reference to exports is one of definite 
and persistent trade promotion. ‘This 
consists not merely of the efforts 
constantly in progress on the part of 
representatives of the Departments of 
State, Commerce, and Agriculture in 
other countries, but upon statutory 
enactments and numerous treaties. 

The Constitution itself laid the 
foundation for this policy when its 
authors included in it provisions that 
forbade the levy of export duties.° 
The laws of the United States which 
undertake to curb monopolies and to 
preserve free competition in the domes- 
tic market have been relaxed by 
special enactment® in order that 
exporters may form associations the 
better to compete in the world market. 
They may also enter into arrangements 
in the nature of cartel agreements with 
business combinations in other coun- 
tries. The idea of a competitive effort 
for markets is present in American 
policy with reference to exportation, 
but the emphasis is upon exporta- 
tion however promoted. 

CoMMERCIAL TREATIES 

Of outstanding importance, practi- 
cally as well as in theory, is the promo- 
tion of export trade by means of 
commercial treaties with other countries 
—a policy which has been pursued ever 
since 1778, when treaties of alliance 
and of commerce were entered into 
with France. The essential feature of 
the commercial treaties of the United 
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5“*No tax or duty shall be laid on articles 
exported from any state.’”’—Art. I, Sec. 9. 

6 Webb-Pomerene Law, Act of April 10, 1918. 
Statutes at Large of the United States (65th Con- 
gress), vol. 40, part 1, p. 516. 

See also “An Act to authorize association of 
producers of agricultural products,” approved 
Feb. 18, 1922. Ibid. (67th Congress), vol. 42, 
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States, as of countries generally, is the 
protection of ocean carriers in the ports 
and of exported merchandise in the 
customs houses of importing countries 
as well as in transit through such 
countries to those that lie beyond. 

American commercial treaties have, 
from the beginning, had as their 
characteristic provision a clause de- 
signed to prevent discrimination in the 
matter of customs duties, formalities, 
and facilities. During recent years, 
this policy of seeking and reciprocally 
granting most-favored-nation treat- 
ment has developed into a more far- 
reaching policy than heretofore. Not 
only has the conditional most-favored- 
nation clause been superseded by the 
unconditional, but the United States 
has become a world leader in main- 
taining this policy. Its representatives 
at the World Economic Conference of 
1927 were largely responsible for the 
unequivocal character of the resolu- 
tions adopted. 

No country in the world today ex- 
ceeds the United States in its zeal for 
treaties based upon a most-favored- 
nation provision that is unconditional 
and unrestricted in form and substance. 
So far as treaty aid to exports is con- 
cerned, the commercial policy of the 
country has its foundation in this 
reciprocal assurance of equality of 
treatment. The practical benefits 
have been of indisputable value. 


II 
CoMMERCIAL POLICIES 


The commercial policy of the United 
States is the commercial policy of the 
world at large. This does not mean 
that all countries pursuing policies of 
the retardation of imports and the 
promotion of exports press their pro- 
grams with equal intensity, or even 
that all countries maintain such poli- 
cies at all. But unquestionably, the 
United States and the great majority 
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of important commercial countries 
resemble one another closely in re- 
spect to this most reliable criterion of 
national attitudes toward interna- 
tional trade. 

In the world of today, accordingly, 
international commercial contact takes 
place amidst a clash of policies in which 
the objective that each country pri- 
marily seeks, namely, export trade, 
is being opposed by the others, and the 
importation of goods into its own 
territories, which each country repels, 
is being sought by the others. The 
general conclusion would not seem to 
be altered by the fact that the process is 
intensified so far as manufactured 
goods are concerned and is often most 
insistent in connection with farm prod- 
ucts, nor by the fact that it is frequently 
inoperative toward non-agricultural 
raw materials. 

The commercial world picture must, 
however, even when drawn in barest 
outline, indicate certain additional 
matters which are to be found in the 
countries or groups of countries among 
which commerce is now carried on upon 
a great scale. 

So far as countries which are less 
developed than the United States are 
concerned, such as those of Latin 
America, the Pacific area, and a large 
proportion of Asia, the problem is 
simple and presents nothing new. The 
question of commercial intercourse is a 
question of whether in any particular 
case the political unit involved main- 
tains barriers that are or are not too 
high to permit the flow of trade. 
Many of the customs duties are for 
revenue only, and hence designed not 
to hinder, but rather, if possible, to 
avoid curtailment of imports. 

In Europe, however, where interna- 
tional trade reaches its maximum 
development, both among the coun- 
tries there and between those countries 
and other continents, is found a 
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comparatively small geographical area 
sharply divided by protective—often 
highly protective—walls into very 
numerous and populous political units, 
several of which are economically as 
advanced as any in the world. It is 
of real significance that, especially 
during recent years, European efforts 
towards economic unification, however 
slow they are to bear much fruit, have 
continued to be put forth with ap- 
parently increasing vitality. amt 

NEED FOR UNRESTRICTED TRADE | 

The desire to widen markets has led 
to the problem not merely of economic 
unions but, as perhaps a necessary 
precedent, of some degree of political 
rapprochement. Discussion of  eco- 
nomic unions in Europe is usually 
accompanied by a program of some 
sort of preference in the customhouses 
for the products of those countries 
which enter the union. If preferences 
are to be accorded, the result will be 
the breakdown of most-favored-nation 
treatment and, consequently, will make 
ineffective from the non-European 
point of view the principal feature of a 
commercial policy which has as its 
objective the preservation of uncondi- 
tional and unrestricted most-favored- 
nation treatment. 

Whatever the effect upon overseas 
countries, the need for the elimination 
of barriers to trade is too acute on the 
continent of Europe to be much longer 
resisted, even by the inertia, the 
nationalism, and the selfish private 
interests of the European countries 
themselves. Indeed, the movement, 
which seems to be relentlessly, even 
though very gradually, breaking down 
this resistance, has been fairly gotten 
under way and its momentum may be 
expected to increase. 

Perhaps the surest sign of such 
eventuality is the fact that no fewer 
than eighteen countries, all of them 
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European, have signed this spring’ a 
collective commercial convention which 
pledges those of them which maintain 
treaty tariffs to observe until April 1, 
1931, a truce in respect to increased 
conventional duties, and those of them 
which do not maintain such tariffs 
likewise to refrain from statutory 
increases in existing duties that are 
protective. 


MovEMENT TOWARD RAPPROCHEMENT 


Even more significant—especially 
in view of the existing serious doubt as 
to the ratification of the commercial 
convention—is the fact that these 
eighteen and five additional European 
countries have signed a protocol by 
which they agree to continue negotia- 
tions looking to future economic rap- 
prochement.2 Even though tariff in- 
creases continue to be made in Europe 
and may continue until their work of 
impoverishment has added to the 
desolation they have already wrought, 
the time would seem to be not far off 
when European rates will move in the 
opposite direction. 

The fundamental question is, will 
these reductions in barriers to trade be 
general or will they be participated in 
only by the European countries which 
join in the movement? 

The answer probably lies in the 
attitude of non-European countries. 
The convention and protocol just 
mentioned are open, as are other recent 
general treaties, to the adherence of 
practically any country in the world 


7The time limit for signature was April 15, 
1930. The following states signed the conven- 
tion: Austria, Belgium, Denmark, Estonia, 
Finland, France, Germany, Great Britain, 
Greece, Italy, Latvia, Luxemburg, the Nether- 
lands, Norway, Poland, Rumania, Sweden, and 
Switzerland. 

8 In addition to the eighteen countries named, 
the following countries have signed protocol on 
future negotiations: Czechoslovakia, Hungary, 
Lithuania, Portugal, and Yugoslavia. 


which is willing to subscribe to their 
provisions. Such countries have it in 
their power, accordingly, to make the 
movement for economic rapprochement 
a world movement or, by abstaining, to 
increase the probability that European 
countries will draw exclusively to- 
gether, refusing to continue their most- 
favored-nation treaties, as the com- 
pulsory terms thereof expire, and 
gradually introducing preferences 
among themselves. 


Ill 
SUGGESTIONS FOR THE FUTURE 


To avoid embarrassing eventualities 
is one of the primary functions of 
statesmanship. If the exigencies of 
European economy suggest an inter- 
pretation of the most-favored-nation 
clause out of harmony with the needs 
of non-European countries, the West- 
ern statesman may be expected at 
once to seek ways and means of pre- 
venting the development of the ques- 
tion into a controversy. 

If European countries are compelled 
by force of circumstances to reduce 
their barriers to intra-European trade, 
the world statesman may appropriately 
inquire whether equally good reasons 
do not exist in favor of a reduction of 
impediments to international commer- 
cial intercourse generally. 

In so doing, such statesman must 
exercise a wise foresight. Just as he 
looks back over the past decade for the 
immediate explanation of the present 
situation, so he must look forward 
through the ensuing decade in the 
formulation of the commercial policy of 
tomorrow. 

There seems to be a pretty general 
agreement that both the United States 
and the world at large today are in the 
midst of economic depression. Al- 
though in this country there has been 
prompt and very effectual remedial 
action under Presidential leadership, 
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the crisis has nevertheless been difficult 
and is profoundly affecting the welfare 
of all walks of economic life. Its out- 
standing characteristics, as usual, are 
overproduction and unemployment. 
Overproduction and unemployment 
form a vicious circle in economic 
affairs. Each is a result of the other, 
and efforts to correct either, as long as 
the other persists, are likely to be 
unavailing. While important coun- 
tries like Great Britain, Germany, and 
the United States number their in- 
voluntarily unemployed by the mil- 
lions, naturally the normal productive 
forces of these countries, and indeed 
of the world at large, are faced with a 
shortage in demand that makes the 
situation increasingly acute. Those 
who are unemployed lack the purchas- 
ing power to be normal consumers. 
Consequently, they lack the ability 
effectually to curtail the existing sur- 
plus of goods, thus stimulating employ- 
ment and relieving their own distress. 


PropucTION IMPROPERLY ORGANIZED 


It is difficult to imagine a stain upon 
present-day civilization more deep- 
dyed than this. The entire human 
race, save for the little handful of 
persons who compose the wealthy 
classes, is crying out for more and more 
goods. The full time of every worker 
every day is needed to produce the 
goods desired, which even then would 
not be sufficient. Yet, untold millions 
of human lives are being deprived of all 
approach to happiness today because 
we have been unable so to organize our 
industrial system as to conserve and 
make fruitful our human resources. 

Commercial policy cannot shoulder 
the main responsibility, but a wisely 
directed commercial policy may per- 
haps be not only a source of substantial 
relief but the only source available to 
practical statesmen at the present time. 

If in even the greatest of national 
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markets, our own, unemployment seems 
all too likely to be chronic; if the same 
thing is apparently true in Australia, 
a new country of vast territory and 
resources and only six million people, 
the conclusion can hardly be avoided 
that only the widest attainable inter- 
national markets are sufficient in order 
that existing difficulties of demand 
and supply may be set over against 
each other and canceled. 

Accordingly, national policies which 
undertake to promote export trade are 
well tuned to the needs of countries 
which are suffering from depression; 
but if, as is the case today, these 
policies are at once counteracted in 
almost every country by policies which 
retard importation, markets will con- 
tinue to be narrow and the corrective 
influence of widespread possibilities of 
exchange will be denied to the world. 

As already pointed out, the commer- 
cial policy of the United States with 
reference to imports is, with slight 
variation, the policy the country has 
pursued from its earliest days. It 
does not follow, however, that a 
policy designed to overcome economic 
inertia and establish industries in 
every way suited to American human 
and natural resources, but needing a 
stimulus to get started, is necessarily 
the best policy to be continued by a 
country which has long since become 
one of the most highly industrialized 


in the world. oi 


ConFLictinG Factors 

The policy of promoting exports, 
confined in 1790 to such aid as was 
contributed by four or five commercial 
treaties, is, in 1930, supplemented by 
other activities which, if on the whole 
of lesser importance than the approxi- 
mately forty treaties and executive 
agreements containing the most-fa- 
vored-nation clause now in force, are 
far more direct and positive. The two 
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arms of the present-day commercial 
a policy of nearly every nation are 
“aa operating at cross purposes and need 
to be reconciled. 

Such reconciliation can be achieved 
only through a diminution of existing 
barriers to international trade. 

Since the problem is international, 
it may most properly be dealt with by 
treaty; since it involves many or even 

‘all nations, treaties should be multi- 
partite in form and should be open to 
universal adherence. Happily, this 
modus operandi has long been a prac- 
tice of states and the present decade 
has been especially fruitful of such 
treaties designed to facilitate the 

movement of trade. The commercial 

convention signed at Geneva, March 24, 
1930, has had several important fore- 

runners. 

The convention for the simplification 

of customs formalities, signed in 1923 

and now participated in by some thirty 
countries,? mostly European, was 
designed to remove obsolete and 

umnecessary customhouse regulations 

_ which, without contributing essentially 

_ to the revenue or protective systems of 

*% the countries maintaining them, never- 

theless were nuisances to merchants 

; and constituted real barriers to trade. 
‘The convention was a distinct step in 

the progress of barrier removal. 

On October 1 of last year, two agree- 
ments came into force among more 
fifteen European countries for 


® Austria, Belgium, Brazil, British Empire, 
Australia, Union of South Africa, New Zealand, 
—™ Bulgaria, China, Czechoslovakia, Den- 
mark, Egypt, Estonia, Finland, France, Ger- 
many, Greece, Hungary, Italy, Luxemburg, 
French Protectorate of Morocco, the Nether- 
lands, Norway, Persia, Rumania, Yugoslavia, 
Siam, Sweden, Switzerland, and the Regency of 
PO be Tunis (under French Protectorate). 
1 Austria, Belgium, Czechoslovakia, Great 
_ Britain and Northern Ireland, Denmark, 
Finland, France, Germany, Hungary, Italy, 
- Luxemburg, the Netherlands, Rumania, Yugo- 
 slavia, Sweden, and Switzerland. 


the purpose of removing prohibitions 
and restrictions and eliminating or 
limiting duties on the exportation of 
several raw materials, notably hides. 
The immense importance of free access 
by all countries to the world’s limited 
supplies of the essential raw materials 
of industry makes these agreements of 
particular significance. 


CONVENTION TO ABOLISH PRORIBI- 
TIONS AND RESTRICTIONS 


Of more widespread importance, 
though perhaps less interesting as a 
precedent, is the convention which 
came into force with the beginning of 
the present year," for the abolition of 
import and export prohibitions and 
restrictions. Its objective is the elimi- 
nation of many impassable barriers to 
trade—chiefly vestiges of the world 
war—which, like armaments, could be 
effectively dealt with only by the na- 
tions collectively. 

This convention has nothing to do 
with customs duties, and even side- 
steps—if the refusal of the second con- 
ference on prohibitions and restrictions, 
July, 1928,” to go on record is decisive 
—the question of internal regulations 
which effectively prohibit the importa- 
tion of motion pictures; but if it re- 
mains operative, it will do much to 
relieve the present commercial situa- 
tion in Europe. 

In addition to a majority of the 
countries of Europe, the parties to the 
convention include Japan and the 
United States. The latter was in- 
fluenced in ratifying the convention by 


11 The parties to the Protocol of December 5, 
1929, are: United States of America, Austria, 
Belgium, Denmark, France, Great Britain, 
Hungary, Germany, Italy, Japan, Luxemburg, 
the Netherlands, Norway, Portugal, Rumania, 
Switzerland, and Yugoslavia. 

2 Proceedings of the Second International 
Conference for the Abolition of Import and Ex- 
port Prohibitions and Restrictions, Geneva, 
July 3-19, 1928, pp. 86 et seq. 
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the interest manifested by its greatest 
manufacturing exporter, the automo- 
bile industry. 

This example of economic codpera- 
tion, in which the two most powerful 
non-European countries have joined 
with Europe for the correction of an 
economic situation depressing to the 
commerce of the whole world, would 
seem to point the way of future 
action. 

If any country, whether of the Far 
East or the Far West, wishes to safe- 
guard the principle of equality of 
treatment; if any country wishes to 
avoid European solidarity to the exclu- 
sion of the outside world and encourage 
instead the development of a genuine 
world economy consistent with the 
recognized economic unity of the world 
—that country is presented with an 
opportunity for leadership in making 
world-wide the acceptance of such 
treaties as now exist and of forging 
ahead in the encouragement of others 
that are needed or will soon be neces- 
sary. That country also has at hand a 
well-tried and effective method, one 
requiring infinite patience and diplo- 
matic skill, it is true, but one which 
holds large promise of beneficent prac- 
tical results. 


NEGATIVE Pouicy INSUFFICIENT 


The policy of equality of treatment 
has served our own country well. It 
has had about it the atmosphere of 
fair dealing; it seems in accord with 
friendliness and peace. But it is 


essentially a negative policy. Its key 
note is the absence of discrimination. 
It takes no account of situations in 
which equality is barren of results 
because barriers of insuperable height - 
are equally forbidding to all. The 
trade of the future will need promotion 
by more positive and far-reaching 
measures. 

Our country has, indeed, refrained 
from discriminations, but it has long 
sought positive action by other coun- 
tries with reference to removing impedi- 
ments to our trade. We have kept the 
Golden Rule as stated by Hillel: 
“What is unpleasing to thyself, that 
do not to thy neighbor.”"* But Hillel 
was a Pharisee, even if the Great 
Pharisee, and Pharisaism means sepa- 
rateness—the attitude of those who are 
set apart. 

International trade needs not only 
equality, but more. For its promo- 
tion in this day and time it demands 
a philosophy of drawing together, a 
practice of reciprocal reduction of 
barriers among all nations. A country 
exercising leadership in such a move- 
ment will adopt the Christian version 
of the Golden Rule: “‘Whatsoever ye 
would that men should do unto you, 
do ye even sotothem.” A community 
of economic policy based upon the 
Golden Rule would seem to be well 
calculated to promote the peace of the 
world. 

13 Ludwig, Emil, The Son of Man, p. 56. 


A similar phrasing is found in the writings of 
Confucius. 
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Commercial Policies and Tariffs in Their Relation 


~ 


fear w 


JHAT I shall say on this subject 
should be taken as my own 
personal views, and not the views of the 
Tariff Commission nor of any other 
member of the Commission. 

Discussion of commercial policies 
and tariffs in their relation to world 
peace is particularly appropriate at this 
time because of the intense interest of 
foreign countries in the tariff bill now 
nearing completion in the United 
States Congress. 

I shall mention only a few of the 
general movements tending towards 
peace, and comment on some of the 
international aspects of the United 
States tariff and commercial policies. 


BETTER COMMUNICATIONS AID 
Worwup 


International trade is becoming more 
and more important, not only to the 
United States but to all other countries. 
In value, variety, and quantity, the 
foreign commerce of the world has in- 
creased year by year. Although na- 
tions are as distinct as ever, the world 
is more unified socially and commer- 
cially. Perfection of communication is 
bringing a more closely knit coherency 
in world-wide conditions. ‘The peace 
movement has strong allies in radios, 
telegrams, motion pictures, airplanes, 
steamships, automobiles, and railroads. 
War is by no means impossible, but as 


- nations know each other better, peace- 


ful solutions should be found at least 


- for national and international indus- 


trying aggressively to develop more 


trial controversies. 


The great nations of the world are 


to World Peace 


By Enaar B. Brossarp, M.S., Px.D 


Chairman, United States Tariff Commission, Washington, District of Columbia — 


friendly codperation. There are indi- 
cations that a solution of most of the 
problems of the world by peaceful 
methods is nearer now than ever. 

The Kellogg Pact is an impressive 
evidence of the desire for peace. And 
as the Honorable David A. Reed, the 
distinguished senior senator from Penn- 
sylvania, recently said, the signing of 
the London treaty for the limitation of 
naval armament by the five great naval 
powers of the world shows, in a way 
that no skeptic can doubt it, that those 
signatory powers desire friendly rela- 
tions with each other. 

The new agreement goes farther than 
any other ever drawn. As a result of 
the treaty these leading nations of the 
world will go about their affairs, re- 
specting one another and interested in 
the preservation of peace and in the 
promotion of friendly relations through- 
out the world. Such friendly relations, 
cobperative activities, and mutual 
understandings contribute to peace 
and prosperity. 

When distrust, suspicion, and mis- 
understandings are removed, the great- 
est dangers to world peace will be put 
away. Full and frank discussion and 
general understanding of what is ac- 
tually involved in international com- 
mercial treaties and in domestic tariff 
policies will build up mutual confidence 
in the honesty, the integrity, the reli- 
ability, and the generosity of the re- 
spective nations of the world, so essen- 
tial to the mutual respect that is the 
foundation of world peace. 

Experience with the United States 
Tariff Commission during the past 
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seven years has convinced me that 
what is now needed in international 
affairs, as much as anything else, is 
accurate information in the minds of 
the general public of all nations, about 
the commercial and tariff policies of all 
nations. Whien facts supplant fancy, 
and actual understanding replaces 
superficial and hasty conclusions, we 
shall be on a sounder basis. Pres- 
ent tendencies are in that direction. 


Moprern Business REQUIRES 
Frrenpty Foreign Contacts 


There are many evidences of the 
friendly relations now existing among 
nations. The United States, like other 
nations, is anxious to maintain peace. 
The foreign trade of this country de- 
mands cordial contacts. In recent years 
the United States Department of Com- 
merce has done much to encourage 
exports. Domestic manufacturers, by 
mass production and aggressive foreign 
sales policies, have found new or larger 
foreign markets for many products, 
such as typewriters, adding machines, 
safety razors, automobiles, automobile 
tires, pianos, shoes, wheat, fruit, lard, 
cotton, and so on. The domestic 
market also is becoming more and more 
important. 

One purpose of our commercial 
treaties is a more friendly and personal 
intimacy with other peoples. Our 
Government uses every legitimate 
means to establish and maintain such 
relationships. 

Each country reserves to itself the 
right to adopt such tariff and commer- 
cial policies as it deems wise and appro- 
priate. Naturally,each country adopts 
the tariff and commercial policies that 
are thought to be advantageous to its 
own citizens. Often conflicting inter- 
ests make it difficult to decide what 
tariff policy should be adopted with 
respect to individual products or in- 
dustries. After a thorough trial and 


= 


CoMMERCIAL AND TARIFFS IN RELATION TO WorLD PEACE 


155 

long experience, this country has 


adopted the protective tariff policy to 
promote the best interests of her 
citizens. The whole world, in fact, has 
now gone over to protection. 

As valuable as it is, and both in spite 
of and because of its general acceptance 
to be most effective, protection must be 
applied wisely. No one advocates 
indiscriminate protection against all 
imports. No one urges that customs 
rates should be boosted to the skies. 
Congress is not malicious. It does not 
knowingly fix excessive rates. Con- 
gress calculates and tries to balance the 
advantages and the disadvantages of 
each rate. Adequate but balanced 
protection apparently has been the 
ideal. 

In the tariff bill now pending, Con- 
gress has fixed many rates for the ex- 
pressed purpose of limiting imports 
from foreign countries, so that products 
grown, mined, or manufactured in this 
country may take the place of those im- 
ports in this, ourown, market. The ex- 
tent to which imports may be limited by 
the rates fixed cannot be accurately 
foretold. The rates fixed may or may 
not result in an increase or a decrease 
in prices in this country. That will de- 
pend upon the conditions of supply and 
demand in the country after the rates 
become effective. The effect on prices 
to domestic consumers cannot be ac- 
curately calculated in advance. Nei- 
ther can producers, domestic or foreign, 
forecast accurately the effect on their 
costs of production or sales prices. 
The great volume and variety of im- 
ports into the United States from for- 
eign countries, however, has stirred up 
tremendous interest in the new pro- 
spective tariff law. Almost every na- 


tion on the face of the earth will be 
affected, more or less, by the new cus- 
toms rates. 

No foreign country, however, will be 
affected as much as the United States 


th: 
itself. Congress has had the task of 
balancing the great domestic and for- 
eign interests of this country. If Con- 
gress has done a good job, producers 
and consumers of this country wil! be 
benefited and our friendly relations 
abroad will also be maintained. What- 
ever the results, it is the people of the 
United States that are responsible, for 
Congress is the voice of the people. 
And as long as the Constitution stands, 
Congress will continue to make the 
tariff laws and determine the tariff 
policy of the country. 


ConGREss SHOULD DETERMINE 
Tarirr Poricy 


Many persons criticize Congress for 
what seems a most unscientific method 
of tariff making. But after practical 
experience with the Tariff Commission 
in dealing with the problems involved 
in the tariff, I think Congress is to be 
congratulated for the wisdom and the 
judgment that are packed into a tariff 
law, with its thousands of rates and its 
myriads of intricate technicalities. It 
is remarkable that Congress does so 
well. Tariff revision takes time, but it 
is a gigantic task. 

The leaders in Congress, responsible 
for the pending tariff bill, have shown 
a knowledge of the problems in- 


volved in tariff making that is not 


excelled anywhere. They deserve our 
respect for their patient and tireless 
labors. 

Some men in public office are advo- 
cating a change. Some have gone so 
far as to say that the Tariff Commission 
should determine the tariff policy and 
should make the tariff laws. I believe 
the tariff policy and the tariff laws 
should be, and always shall be, laid 


_ down by Congress. The voters will 


see to that. That is not the province 
of the Tariff Commission. The Com- 
mission should not be in politics. 

There is ample need and opportunity 
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for the Tariff Commission as a scienti- 
fie, fact-finding body without its being 
forced into politics by making it respon- 
sible for the tariff policy of the country. 
The tariff policy is an important mat- 
ter, to be settled only by the voice of 
the people themselves through their 
representatives in Congress. 

What I have said does not apply to 
the so-called flexible tariff. With the 
flexible tariff, as with other tariff poli- 
cies, Congress must define the basis and 
lay down the plan for tariff adjust- 
ments. The actual administration of 
the plan, the Supreme Court indicates, 
may be delegated by Congress to the 
President, to an independent board like 
the Tariff Commission, or to some agent 
of Congress. 


FLEXIBLE TARIFF 


Although the flexible tariff provision 
in the Act of 1922 was not perfect, 
experience has proved it a practical de- 
vice for adjusting rates between general 
tariff revisions by Congress. In 1922, 
it was a new method of adjusting the 
tariff. It had never been tried before. 
The Tariff Commission has had some 
trouble interpreting it. The law 
might have been administered much 
better or much worse than it has been. 
But in spite of the fact that it has not 
worked as it might, it has proved to be 
practical. 

If Congress will profit by past expe- 
rience and make a few changes in the 
law, the flexible tariff may be a useful 
and desirable part of the Tariff Act of 
1930. The Tariff Commission and 
even the President may also profit by 
the experiences of the past. Many of 
the controversial questions involved in 
the flexible tariff have now been settled 
by Court decisions. A staff of tariff ex- 
perts are now trained for the necessary 
work. Short cuts have been found, 
tried, and proved. Much of the foreign 
opposition has been overcome and may 
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be avoided in the future by new meth- 
ods of investigation. 

One important feature of the United 
States flexible tariff that has not been 
given the credit it deserves is that it 
gives to foreign producers a better 
opportunity for open, fair, equal, and 
public presentation of their tariff cases 
than is granted in any other country in 
the world. Foreign countries have 
been slow to realize that fact, but recog- 
nition of it will surely come, even 
though late. When fully realized, 
much of the foreign criticism of the 
flexible tariff may be stilled. Dis- 
appointed partisans, of course, may 
always be expected to criticize. Nei- 
ther the United States nor any other 
country is immune to that kind of 
criticism, unjustified as it may be. But 
the flexible tariff policy of the United 
States offers opportunity for the en- 
couragement of good will in foreign 
countries. 


ForeiGn IntTEREsTs ARE HEARD 


It is quite natural for other countries 
to be interested when the United States 
revises the tariff law. Practically all 
foreign countries export products to 
this country. Imports being greater 
and more countries selling products 
here, our tariff and commercial policies 
have become of more general interest 
year by year. 

Foreign interests have been espe- 
cially active during the consideration 
of the pending bill. When Congress 
began the tariff hearings over a year 
ago, foreign manufacturers and foreign 
exporters became anxious about the 
probable effect of higher import duties 
upon the sale of their goods in this 
country. ‘They prepared briefs, argu- 
ments, and memoranda, as they have 
done during past tariff revisions, 
and submitted these to their re- 
spective governments, with the re- 
quest that they be called to the 


attention of the proper authorities in 
this country. 

The governments of some twenty- 
nine countries submitted such briefs to 
the Department of State in Washington, 
sometimes with and sometimes without 
comment. At the request of the Chair- 
man of the Senate Finance Committee, 
those memoranda were printed for the 
use of Congress in considering what 
rates of duty should be fixed in the 
Tariff Act of 1930. 

While those so-called foreign “pro- 
tests”” may have been more numerous 
than usual, there is nothing unusual 
about their character. Many men 
with long experience in tariff making 
say that similar communications have 
always been received whenever tariff 
revision has been under consideration. 
They think of them as a part of tariff 
making, and undoubtedly have given 
them what they deemed to be due 
consideration. 

Never before has Congress had in 
such usable form so much information 
on the problems involved in tariff mak- 
ing. Congress has held open hearings 
on tariff rates. Foreign interests have 
been given the same opportunity as 
domestic interests to present their cases 
before the various committees. All 
the information, oral or written, which 
they have submitted has been made 
available to the lawmakers. Domes- 
tic interests also have gone to great ex- 
pense to present their cases before the 
committees of Congress. 

The Tariff Commission and other 
Government agencies have furnished 
thousands of pages of tariff facts, and 
in addition, the experts have spent 
many months in oral discussion of the 
problems with members of Congress. 
The tariff problems have been focused 
sharply, and members of Congress by 
their votes have indicated their evalua- 
tion of the evidence before them. How 
well they have understood conditions 
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can only be decided by future develop- 
ments. 

Although protective tariff rates are a 
perennial source of international argu- 
ment, and one may “imagine”’ various 
retaliatory measures on the part of 
foreign countries, an examination of the 
actual conditions throughout the world 
shows no justification for serious criti- 
cism of the tariff and commercial 
policies of the United States. 


EquaL TREATMENT PRomotTES Goop 
WILL 

_ The commercial policy of the United 
States is to treat all nations alike, the 
best possible. Our treaties give all 
nations most-favored-nation  treat- 
ment. In return, we try to get from 
other nations the same consideration. 
Equality for all, discrimination against 
none, special favors to none—that, in 
general, is the American policy. Cus- 
toms duties on goods imported into the 
United States and all customs formali- 
ties are the same regardless of the 
country of origin of the imported goods. 

For more than one hundred years, 
with only slight deviation in 1897, the 
United States tariff laws have had but 
a single list of customs duties. The 
Tariff Act of 1922 definitely established 
this policy of equality of treatment. 
The pending tariff bill, likewise, discrim- 
inates against no country, and gives 
equality of treatment to all countries. 
Experience shows that peace is pro- 
moted by treating all nations alike in 
our commercial treaties and in our 
tariff legislation. 

Like the United States, foreign 
countries are seeking to establish 
world markets for their products. 
By favorable commercial treaties and 
every other legitimate means, they are 
endeavoring to expand their foreign 
trade. European tariffs are bargain- 
ing tariffs. They are thus in striking 
tariff plan. 
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A few countries like Great Britain, 
Belgium, Denmark, and the Nether. 
lands have tariffs with but a single 
schedule, like the United States; but 
typical Continental European tariffs 
establish two or more schedules of 
duties. 

The application of the higher or 
lower schedules of duties to the imports 
of any country is determined by the 
terms of the commercial treaty with 
that country. Europeans claim that 
such bargaining tariffs lead to better 
international relations, since in nego- 
tiating commercial treaties, conces- 
sions may be made on both sides, thus 
promoting a spirit of good will. 

In actual operation, however, the 
concessions granted in bargaining are 
usually illusory. Generally, the mini- 
mum rates are placed at the level con- 
sidered necessary to protect the domes- 
tic industries. Above this schedule 
are set one or more additional schedules 
at artifically high levels. Concessions 
from the higher rates for bargaining 
purposes, in reality, give little advan- 
tage to the country obtaining them. 
It is well known that European coun- 
tries make a practice of raising the 
general level of their tariff rates before 
they begin the negotiation of new com- 
mercial treaties. 

This difference in the basic plan of 
the tariff laws of the United States and 
of Europe has caused some misunder- 
standing. However, since these funda- 
mental differences do exist between the 
tariff policies of the United States and 
those of European countries, it 1s 
essential that they be well understood 
and taken into consideration in dis- 
cussing tariff and commercial policies. 
It appears now that if this fundamental 
difference between the European and 
the American tariff laws had been fully 
appreciated by all concerned, some of 
the difficulties that have arisen between 
the United States and other countries 
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might have been avoided. Accurate 
information available to the general 
public on such subjects would be a 
great aid to the maintenance of friendly 
relationships. It is probably too much 
to hope, but certainly it would help the 
commercial relations of the world, if all 
nations were given equal tariff treat- 
ment by all other nations. It would 
greatly simplify the making of commer- 
cial treaties. 


Worwp Tarirrs HIGHER 

Since the World War, tariffs in most 
countries of the world have been in- 
creased. The general tariff trend has 
been upward, yet international trade 
has continued to expand. Decreases 
in import duties have been compara- 
tively few. 

Tariff duties, however, have not been 
the most decisive factor in determining 
the volume of trade carried on with a 
given country. The extent to which 
tariffs have restricted imports has de- 
pended largely on the buying power in 
the importing country, on the produc- 
ers’ costs of production, and on the 
importers’ profit margins. In most 
countries, the duties on manufactured 
articles have been increased much more 
than on agricultural products. Duties 
on raw materials throughout the world 
are comparatively low and the cases in 
which they have been raised are not 
numerous, though in a few countries, 
agricultural rates especially have been 
raised. The general upward trend of 
tariff rates has been due in the majority 
of cases wholly to the imposition of 
higher rates on finished manufactured 
articles. 

Immediately after the war, nearly 
all European tariffs were increased. 
Even before the United States passed 
the Emergency Tariff Act of 1921, 
France, Germany, Italy, and Great 
Britain had increased their customs 
duties. Since 1922, ‘most 
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countries, for their own reasons, have 
increased their tariffs several times. 
But the evidence does not show that, 
after the United States Tariff Act of 
1922 was passed, European countries 
passed retaliatory tariffs. 

Neither does the available evidence 
show that foreign countries, either in 
Europe or elsewhere, have adopted 
higher tariff rates in retaliation for the 
increased rates in the tariff bill 
under discussion. There have been 
numerous and conspicuous increases of 
import duties by foreign countries on 
export products of the United States 
since May 1929, when the tariff bill, 
H. R. 2667, was made public. Such 
increases, however, have not been more 
numerous than over like periods in 
previous years when no tariff increases 
were contemplated in the United 
States. 

A careful examination of the changes 
made in foreign import duties during 
the past nine months shows that in 
the great majority of cases the in- 
creased duties were not directed exclu- 
sively or even primarily against the 
United States, because the increased 
rates apply equally, or even more 
heavily, against the same articles 
imported from other countries. In 
many cases, the articles subject to the 
increased duties are imported from 
some other country in larger quantities 
than from the United States. 

As a measure of farm relief, Ger- 
many, for the third time in nine months, 
has recently raised her tariff rates on 
grain and fodders, and France has just 
increased the duties on automobiles and 
automobile parts. There has been 
much talk about this recent action of 
France as being retaliatory for the in- 
creased duty on laces voted by the 
United States Senate. However, the 
action by the French Tariff Com- 
mittee of the Chamber of Deputies was 
taleen before the word of the Senate in in- 
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crease in the lace tariff could possibly 
have been received in Paris, and action 
by France appears to have been 
taken quite independently and without 
thought of retaliation. In fact, it has 
been reported that the French rates 
originally proposed were reduced thirty 
to fifty per cent after the lace duty in- 
crease became known. 

The United States Committee on 
Conference on the tariff bill H. R. 2667, 
however, struck out the Senate provi- 
sion increasing the duty on lace. It 
remnains to be seen what will happen to 
the recent French increase in the duty 
on automobiles. 


TREATY STATUS SHOwS FRIENDLY 
RELATIONS 


The treaty status of this country 
ihdicates that friendly commercial 
relations now exist between this coun- 
try and all other countries of the world. 

At the present time, the United 
States has commercial treaties or 
agreements in effect with the following 
forty-four countries, assuring to prod- 
ucts of the United States the most 
favorable tariff treatment accorded to 
similar products of any other country: 
Argentina, Austria, Belgium, Bolivia, 
Borneo, Brazil, China, Colombia, Costa 
Rica, Cuba, Czechoslovakia, Denmark, 
Dominican Republic, Egypt, Estonia, 
Ethiopia, Finland, Germany, Great 
Britain, Greece, Guatemala, Haiti, 
Honduras, Hungary, Italy, Japan, 
Latvia, Liberia, Lithuania, Morocco, 
Muscat, Nicaragua, Norway, Para- 
guay, Persia, Poland, Portugal, 
Rumania, Serb-Croat-Slovene State 
(Yugoslavia), Siam, Spain, Switzerland, 
Turkey, Zanzibar. 

Some of these treaties make specified 
exceptions to most-favored-nation 
treatment. Our treaty with England 
assures the most-favored-nation treat- 
ment only in “European territories of 
Great Britain.” States 


excepts its commerce with Cuba, the 


Panama Canal Zone, and any territory 
or possession of the United States; and 
some of the other countries reserve the 
right to make special concessions to 
certain neighboring states, or to states 
with which they have special relations. 
For example, Spain excepts its trade 
with Portugal, and Portugal excepts its 
trade with Spain or Brazil. 

In the following nineteen countries, 
which have no tariff treaty or agree- 
ment with the United States, Ameri- 
can products receive the same tariff 
treatment as similar imports from all 
other foreign countries: Afghanistan, 
Albania, Arabian States (except Mus- 
cat), Australia, Bulgaria, Chile, India, 
Luxemburg, Mexico, the Netherlands, 
Newfoundland, New Zealand, Panama, 
Peru, Russia (except treaty concessions 
to Latvia), Sweden, Union of South 
Africa, Uruguay, Venezuela. Of these 
countries, Australia, India, Newfound- 
land, New Zealand, and the Union of 
South Africa give tariff preference to 
British products. 

Only three countries—Canada, 
France, and Salvador— give more 
favorable tariff treatment to other 
foreign countries than to the United 
States. 

This review shows that friendly rela- 
tions exist between the United States 
and other countries. 


Britt UNLIKELY TO DIstTURB 
FRIENDLY STATUS 


There appears to be little ground for 
anxiety about the peace between the 
United States and other countries being 
upset by the new United States tariff 
rates. The mutual advantages of 


trade are too great to be entirely 
thrown away. No foreign country 
wants to lose the American market, for 
no other market in the world is able to 
purchase and pay for as large a volume 
and variety of imported products. 
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And no foreign country wants a tariff 
war with the United States, nor does 
this country want a tariff war with any 
other country. 

The United States admits free of duty 
a greater volume of products than any 
other nation in the world, with the 
possible exception of Great Britain. 
Two thirds of all United States imports 
enter free of duty. The average ad 
valorem equivalent on all imports free 
and dutiable’ under the Tariff Act of 
1922 is 13.8 per cent and on dutiable 
items alone it is 38.7 per cent. Such 
average tariff rates have not been so 
excessive as to disturb the peace of the 
world, and conditions in general will 
not be greatly altered under the new 
law. 

If the Tariff Act of 1930 does raise 
the average rate on comparable dutiable 
articles six to eight per cent higher than 
under the Act of 1922—from thirty-five 
per cent to forty-one or forty-three per 
cent depending upon what is done with 
lumber, shingles, cement, sugar, and 
silver—it is quite improbable that such 
an increase will disturb the friendly 
relations now existing between the 
United States and foreign countries. 

On the other hand, building up the 
purchasing power of the American 
market may result in a further increase 
in imports of foreign commodities, such 
as followed the passage of the Tariff Act 
of 1922. 

As American citizens, producers and 
consumers, we are all naturally hoping 
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for the most desirable results to follow of 
the new tariff law. x 


CONCLUSION 


In conclusion it may be pointed out <i ; 
that the world in general is enjoying ce 
quite peaceful international relationsat —__ 
the present time, though there is un- | 
rest in India and in a few other places. —_— 
Modern methods of communication pre 
and peace-promoting activities like the _ 
Kellogg Peace Pact and the London | 
treaty for the limitation of naval arma- 
ment may consolidate the gainstoward 

Although international commercial 
rivalry is keen and all countries are us- 
ing the tariff, commercial treaties, 
aggressive foreign sales policies, cartels, 
international banking, and every other sy 
legitimate means to further their own va a 
interests, often at the expense of com- _ ae 
peting nations, yet the peace of the 
world is sound and is not in danger of 
being upset at the present time, 
tainly not by the tariff and commercial 
policies of the United States. 

Since most governments now repre- 
sent the will of the people of their bisaitt 
respective states, accurate information 
about the tariff and commercial a 
cies of all nations, and the actual effects “ee a 
of those policies clearly fixed in 
minds of all people, would tend to insure ae 
a happy solution of the problems aris- 

ing from such policies. In a word, 


ing world peace. 
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By Aurrep Pearce Dennis, Pa.D., LL.D. 
# Vice Chairman, United States Tariff Commission, Washington, District of Columbia 


ped LY speaking, our national 
economic policy is neither national, 
economic, nor a policy. It is a patch- 
work of compromises, the resultant of 
jarring, conflicting, sectional interests. 
It is beyond our wit to reconcile the 
conflicting tariff interests of Iowa and 
Connecticut. We preserve peace in 
the family not by any hard and fast 
program or policy but by prescribing 
soothing sirups, pacifiers, bread pills, 
and mush poultices to such members of 
the family as happen to be in pain. 
We hear of farmers seeking relief, of 
the eastern Pennsylvania pig iron fur- 
naces requiring tariff help, of shoe 
manufacturers in pain from Czécho- 
slovak imports, but we hear of no broad 
program of relief for the entire people 
of the United States. 

The precepts of economists are one 
thing; practices of business men, an- 
other. They do not always agree. 
Conflict arises between social welfare 
and individual interest. Individuals 
trade; nations do not. Government 
may artificially facilitate or obstruct 
trade. When foreign advantage con- 
flicts with our national advantage, we 
know what todo. When sectional ad- 
vantage conflicts with our national 
advantage, we do not know what to do. 

In our tariff making, we have been 
compelled to subordinate the national 
interests to the demands of localities. 
We pay out about seven million dollars 
@ year in duties on imported olive oil to 
protect a circumscribed district in Cali- 
fornia that produces less than 150,000 
gallons a year, or about one and one- 
fourth per cent of our consumption. 
ven one hundredth of the cost to the 


consumer, we could give the California 
industry the same amount of benefit 
through an outright subsidy of seventy 
thousand dollars a year and at the same 
time promote better trade relations 
with the Mediterranean countries. 


TarirF RELATIONS WITH ITALY 


The Italians owe us a lot of money. 
They cannot pay this debt in gold— 
they can only hope to pay in services or 
goods. We sell the Italians goods to 
the amount of 160 million dollars yearly 
as against the 100 million dollars’ worth 
that they sell us. With an adverse 
trade balance of 60 million dollars, we 
raise our tariff against Italian olive oil, 
which we can never produce in large 
quantities in this country. 

It has been suggested by certain 
economists that both countries might 
profit by freer commercial intercourse 
with one another. If we were living 
under a régime similar to Plato’s Re- 
public, we could probably do away with 
customhouses altogether. We live in 
an imperfect world; we have to deal 
with the actual rather than the ideal. 
Taking what is, rather than what 
might be, the dutiable Italian articles 
entering American ports have increased 
from fifty-five per cent in 1924 to 
eighty-three per cent in 1928. Only 
seventeen per cent of Italian imports 
to the United States are now on the 
free list. Our tariff is higher against 
Italian goods than theirs against ours; 
but it is well to remember that the 
goods we sell Italy are chiefly wheat, 
cotton, copper, mineral oil, and other 
raw materials. Italian takings of 
American manufactures are sparing, 
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probably not running more than ten 
per cent of our entire exports to Italy. 
It is quite a different picture from Eng- 
land’s trade with Italy, which consists 
of manufactured stuffs rather than raw 
materials. 

I am a protectionist and have no 
quarrel with the protectionist principle. 
It is the bridge that has carried us over. 
Protectionism has become the corner- 
stone of our national economic policy. 
The point is this: That the protective 
tariff is not a sacred principle but rather 
an economic policy to be carried out for 
the national interest. Viewed thus, it 
is a matter of pure expediency whether 
the duty on a particular article should 
be raised or lowered. 

Another illustration: The other day 
a steel manufacturer put this question 
to me: “What is the sense in a high 
duty on manganese, a raw material 
essential to the production of steel, 
when we are producing in this country 
less than one sixth of our absolute re- 
quirements?”’ Providence in bestow- 
ing manganese upon this planet favored 
Russia, India, the Africa Gold Coast, 
and Brazil to the neglect of the United 
States. Raising the tariff on man- 
ganese will not put a pound of high- 
grade ore in United States soil. Here 
are some figures: We paid about six 
million dollars in duty in 1928 to force 
a production of forty-seven thousand 
tons, worth one and a quarter million 
dollars. Consumers of manganese 
were taxed about $129 in duties for 
every ton of native ore worth, say, 
twenty-five dollars per ton, or an out- 
lay of five dollars to produce one dol- 
lar. What is the answer tothis? One 
argument is that the high duty stimu- 
lates prospecting for manganese and 
some day perhaps we may uncover 
deposits sufficient to supply our na- 
tional requirements. The high duty 


on manganese ore affects the big re- 
‘public to th the south of vs—Brasil. 


 ArecentinE 


Our high duty on corn is an item that 
troubles the Argentinians. Since im- 
ports of foreign corn last year were 
only one fiftieth of one per cent of our 
national production, the present tariff 
of fifteen cents per bushel would seem 
to be fairly effective. Can this mere 
trickle of foreign corn be considered 
harmful competition? The driblets of 
corn that do seep into this country 
from Argentina are _ particularly 
adapted for feeding pigeons and other 
small fowl. Argentine corn does not 
penetrate far inland but is distributed 
in such coastal markets as San Fran- 
cisco and New York. Some of our 
Middle West corn producers object to 
the enguzzlement of Argentine corn by 
our seacoast pigeons and ask to have 
these driblets of Argentine corn shut 
off. Congress, accordingly, has writ- 
ten into the new tariff bill an increase 
on corn from fifteen to twenty-five 
cents per bushel. This proposition 
does not appeal to the Argentine peo- 
ple, purchasing, as they do, animal and 
vegetable products from American 
farms to the extent of seventeen mil- 
lion dollarsa year. Our sales to Argen- 
tina amount to about $179,000,000 
a year, of which sixteen million dol- 
lars represents agricultural machinery, 
much of which is used in the cultiva- 
tion of corn. Producing a crop of 
nearly two billion bushels of corn, we 
appear to be as vulnerable to the in- 
trusion of foreign corn as a soft-shelled 
crab. If every pound of foreign corn 
were absolutely excluded, would the 
general price level of American corn be 
raised in the domestic market? I trow 
not! 

Argentina, by the way, has five 
major articles of export to the United 
States—flaxseed, corn, casein, beef, 
and hides. The present Congress has 


raised still hi her the duties on flax- 
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seed, corn, and casein, and has put hides 
on the dutiable list. The fifth item, beef, 
is absolutely excluded under a ruling 
by the Department of Agriculture. 

All trade, whether local, national, or 
international, is based on the exchange 
of the products of one man’s industry 
and genius for the products of another 
man’s industry and genius. Civiliza- 
tion and specialization of effort are 
correlative terms. I predict that we 
shall hear less and less of national! self- 
sufficiency as we go on. We shall 
build as Nehemiah built the walls of 
Jerusalem. To one man he assigned 
the job of mixing mortar, to another 
laying the stone, to another carrying 
the spear, to another blowing the 
trumpet. Thus a man may say: “I 
can’t mix mortar, I can’t carry the hod, 
I can’t lay brick, but Lord, I can blow 
the horn.” 

We have heard a good deal in the 
last twelve months of taxing bananas, 
which we cannot grow, for the purpose 
of selling more Oregon apples, which 
we do grow; of taxing Brazilian nuts, 
which we cannot grow, to sell more 
peanuts, which we do grow; of taxing 
Italian sheep’s milk cheese, which we 
do not produce, for the sake of selling 
more Wisconsin cows’ milk cheese, 
which we do produce. Also, in the in- 
terest of sound national policy, we shal! 
hear less in future of taxing imported 
raw materials. I do not believe that 
any one would seriously contend that a 
tax on such raw materials as Egyptian 
raw cotton or Argentine hides is for the 
national benefit. We are getting a 
rebound, not so much from the un- 
organized consumers as from such or- 
ganized industries as the cotton spin- 
ners, the tanners, and the shoemakers. 


COMPETITION FROM SMALL Imports 
INCONSIDERABLE 
I call attention next to gold brick 
duties, which carry maximum irritation 
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to the foreigner and minimum benefit 
to our home people. I have already 
mentioned the increased duty on 
Argentine corn, of which the import is 
less than one fiftieth of one per cent of 
our production. 

The new bill raises the duty on pork 
products, when the import under the 
old rate is only one twelfth of one per 
cent of our production. The higher 
duty on lard carried in the new bill 
destroys our microscopic import of lard 
from Canada. It was a mere border- 
trade, picayune business, which did 
not affect in the slightest degree the 
general price level of lard in the 
home market. We export 700,000,000 
pounds of lard annually. 

The new bill raises the tariff on eggs 
in the shell from eight to ten cents per 
dozen. The existing rate, eight cents 
a dozen, would seem to be rather effec- 
tive, since we are importing annually— 
1927—only 286,000 dozen eggs, princi- 
pally duck eggs from China, as against 
our domestic production of 2,162,- 
000,000 dozen. This means one for- 
eign egg to about 7,595 domestic eggs. 
The juxtaposition of one egg eater, one 
old woman, and one basket of eggs, con- 
stitutes an egg market. But suppose 
the old woman brings to the market not 
a basket of eggs but 7,595 eggs, or a 
truck load, and suppose this truck load 
of fresh eggs is confronted in the 
market by a single, venerable, pickled 
duck egg from China. Must the per- 
son marketing 7,595 fresh eggs cower 
before the single intrusive duck egg 
from the celestial kingdom? Will the 
Chinese duck egg break his market? 
Will it have any more effect on the 
market than a lighted parlor match 
would have upon the polar ice cap? 

The mainspring of economic rela- 
tionships is self-interest. Government 
knows no alchemy by which selfish in- 
stincts may be transmuted into golden 


conduct. But there is such a thing 
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as enlightened self-interest which scans 
as with a telescope the far horizons of 
earth. We shall have to look more and 
more to our export trade as a factor 
in national prosperity. Our present 
problem is not so much to make as to 
sell goods. Our 1,357 shoe manufac- 
turers are geared up to produce nearly 
500,000,000 pairs of shoes per year, but 
we can use in this country only about 
350,000,000 pairs annually. Practi- 
cally every big industry in this country 
is overbuilt to the needs of domestic 
consumers. If American industry is to 
continue to grow, we must expand our 
export trade. In this export business, 
we cannot sell briskly and antagonize 
briskly at the same time. 


ForEIGN TRADE SHOULD BE 
CULTIVATED 
The pending tariff bill carried a pro- 
vision that would have increased the 
duty on narrow laces to as much as 
two or three hundred per cent of their 
value. We import laces from Japan, 
China, Italy, Belgium, and Ireland, 
with France the principal source of 
supply. The proposition to raise the 
duty on lace was about as agreeable to 
the French as a strong infusion of 
mustard gas. Shrill cries of protest 
were heard, and along with them an 
intimation that the French Govern- 
ment was about to put a retaliatory 
duty on American automobiles. Our 
total imports of lace are valued at 
twenty-two and a half million dollars; 
our exports of automobiles, at five 
hundred million dollars. Balancing 
expediencies, Congress refused to in- 
crease the lace duty. This action was 
in line with our broad national policy, 
which puts the good of the whole above 
the advantage of some particular part. 


I shrink from being a prophet of evil, 


but we are facing a poor outlook for 
foreign trade this year. We will find it 
more d 
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automobiles abroad. Our total ex- 
ports for March were 24.6 per cent 
lower than for the corresponding 
month last year. 

In this connection, note that we 
have established about four thousand 
American branch factories in foreign 
countries, of which approximately two 
thousand have been set up in Canada. 
These branch establishments are of 
three types: 

1. Establishments abroad to develop 
new business which cannot profitably 
be handled from the American end. 
Illustrations: Shredded Wheat, Ameri- 
can Radiator, International Harvester. 
Such businesses do not necessarily dis- 
place our exports. 

2. Establishments abroad that not 
only displace our exports in that par- 
ticular country but in markets of other 
countries. The American Yale and 
Towne Lock establishment in England, 
employing American patents, supplies 
not only Great Britain but British 
colonial trade behind the protection of 
British colonial preference. 

3. A third type of American estab- 
lishments abroad not only displaces 
our exports in foreign markets but 
competes with us in our own market. 
Henry Ford’s Fordson tractor manu- 
factured in Ireland is a case in point. 
These tractors are exported to the 
United States. 

Some advanced thinkers, alarmed at 
the flight of American industry to for- 
eign shores, propose artificial checks 
upon the movement. But industry 
flows abroad in obedience to the same 
economic pull that draws tourists and 
commodities abroad. Industry con- 
sults its own advantage and is the best 
judge of what constitutes advantage. 


DESIRABLE 
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tagonisms will have to reckon with 
hazards not only to American export 
trade but to American business abroad. 
I am not arguing for a renunciation of 
self-interest nor for a lowering of tariff 
walls, but I am pleading for the appli- 
cation of telescopic rather than mi- 
croscopic methods to our tariff-making. 
The new tariff bill marks a big advance 
toward the substitution of scientific, 
fact-finding methods for haphazard, 
grab-bag methods. 

Another step in advance is the cor- 
rection of tariff injustices and in- 
equalities under the flexible tariff pro- 
vision. Injustices in particular tariff 
rates should be scientifically corrected 
piecemeal as they become apparent if 
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we are to build a sound economic 
policy into our international trade 
relations. 

We are coming to a new conception 
of the economic solidarity of the lo- 
calities within the nation, also of the 
economic interdependence of the di- 
verse peoples that dwell upon the sur- 
face of the planet. In our trade with 
the world, we shall come to recognize 
more and more that we stand to profit 
by trading with, rather than against, 
our rivals. Probably not more than 
twenty per cent of our commerce lies 
within the field of destructive com- | 
petition on either side. In time, we 
shall come to regard foreign peoples in 
the light of customers rather than rivals. 
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enhancing friendliness. 


Policy Toward Latin America 
By W. W. CumBer.anp, Pu.D. 


Me a Formerly, Financial Adviser, General Receiver, Republic of Haiti; Partner, Wellington and 
Company, members of New York Stock Exchange, New York City 


O great difficulty is involved in 

copying statistics of exports of 
shoes from the United States to Ecua- 
dor, of imports of coffee from Brazil, 
and of the distribution of American 
capital funds in Latin America as be- 
tween loans to governments and com- 
mitments in private industry. Well- 
read persons know the broad outlines 
of these business facts. Analysis and 
interpretation are difficult, and while 
they must be based on statistics, they 
arefarmoreimportant. In the present 
discussion, the salient facts about our 
commercial and financial stake in Latin 
America will be considered as known, 
and interpretation principally will be 
attempted. 

To treat Latin America as a homo- 
geneous entity, however, is as unfair as 
to discuss Europe in similar fashion. 
Some Latin American republics are 
stable and progressive; others are back- 
ward. Subsequent use of the expres- 
sion “‘ Latin America” is made with full 
knowledge that accuracy demands 
many reservations and explanations. 

Far-reaching differences, amounting 
in some instances to antagonisms, 
unquestionably characterize many of 
the relationships between the United 
States and Latin America. Were this 
not the case, there would be no need 
for the establishment and careful 
nurture of organizations whose princi- 
pal purpose it is to mitigate the impact 
of one civilization upon the other. 
Where fundamental similarity exists, 
there is little necessity of creating 
machinery for preventing distrust or 


Unfortunately, there has been a 
tendency on the part of both Ameri- 
cans and Latin Americans to assume 
that differences imply superiority and 
inferiority. Asmight beexpected,each 
nationality appropriates the superiority 
for itself and assigns inferiority to 
the other. It has been customary 
for Americans to adopt a condescend- 
ing attitude toward Latin Americans 
and to give them a considerable de- 
gree of latitude and even of encour- 
agement in the rather harmless display 
of nationalistic egotism, while at the 
same time believing implicitly that the 
American philosophy of life and meth- 
ods of procedure are so demonstrably 
excellent that they require no defense. 
Such an attitude has merely served to 
conceal a certain degree of envy on one 
side and contempt on the other. 

No little hypocrisy has also been 
involved. While professing to scorn 
materialism, as typified by the United 
States, Latin Americans have assidu- 
ously attempted to emulate the very 
organization and procedure which have 
led to American material prosperity. 
On their part, Americans have pro- 
claimed a warmth of affection for Latin 
Americans which finds no counterpart 
in sincere sentiment and have dilated 
upon their desire to render service to 
their Latin American brothers, when in 
reality business advantage has been the 
principal and entirely proper motive. 


Basis or Tuts Stupy 
Points of departure for the present 
study are: first, that Americans are not 
likely to interest themselves in Latin 
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America except upon a basis of definite 
self-interest, and that the attitude of 
Latin Americans toward the United 
States will be based upon similar con- 
siderations, in spite of mutual protesta- 
tions of more ethereal motives. Sen- 
timent, in spite of its availability and 
attractiveness, cannot be accepted as a 
reliable foundation in developing a 
permanent economic policy between 
the United States and Latin America. 
Second, there will be frank recognition 
of the profound differences between 
Americans and Latin Americans, with 
equal acknowledgment that differences 
need not imply superiority on either 
side. Third, there will be no effort to 
avoid unfavorable conclusions in re- 
gard to certain Latin American charac- 
teristics and methods of procedure, 
merely because Latin Americans in the 
past have shown themselves to be sen- 
sitive to criticism. 

Therefore, those material contribu- 
tions which Americans and Latin 
Americans can make to each other will 
be explored, in the belief that clear 
understanding of this admittedly utili- 
tarian approach constitutes the most 
promising foundation upon which to 
construct a mutually satisfactory eco- 
nomic policy between the United States 
and Latin America. 

% 
Economic Conpitions 1x Latin 
AMERICA 


_ Many persons in the United States 
are inclined to visualize Latin America 
in terms of conditions in our own 
country. They fail to recall that the 
major part of Latin America is either 
in the tropics or is quite mountainous. 
Mere statement of these facts is suffi- 
cient, upon reflection, to suggest the 
types of economic organization which 
are likely to develop. 

Whereas the American pioneer could 
by his unaided efforts establish a 
reasonably satisfactory economic unit 


in the form of a farm, a store, or a small 
manufacturing concern, the individual 
in Latin America has ordinarily been 
submerged. Poverty is usually the lot 
of the independent peasant, and satis- 
factory economic status is seldom 
achieved except by those who can 
command the labors of others. The 
American pioneer who _ individually 
carved out economic independence 
from unappropriated natural resources 
has little counterpart in Latin America. 

Of paramount significance in cor- 
rectly appraising Latin America is the 
fact of poverty. It oppresses the 
major portion of the population and is 
accepted as one of the facts of life 
against which it is useless to contend. 
This is in sharp contrast to the Ameri- 
can attitude, in which each individual 
considers that comfortable economic 
existence is within the realm of possi- 
bility and even probability. 

Absence of an important middle 
class has also had a profound effect on 
the organization and the development 
of Latin American political and eco- 
nomic life. Large scale ownership of 
land has set the social pattern, although 
in recent years the influence of the cities 
has increased. But in general, the 
owners of large tracts of land have ap- 
propriated for themselves such political 
and financial advantages as the situa- 
tion afforded. There have been wealth 
and privilege on one side, with poverty 
and disfranchisement on the other. A 
structure of this kind has inherent 
weaknesses, and they have exhibited 
themselves in many directions. 

Latin American economic and social 
organization, with its principal charac- 
teristics of poverty and privilege, has 
had important political effects. Gov- 
ernment has been by and for the few. 
Personalities rather than principles 
have dominated political action, and a 
quasi feudal organization of govern- 
ment has been the rule rather than 
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the exception. Republican institu- 
tions have existed largely in name. 


CONTRASTING Business Motives 


So far as economic motives can be 
reduced to generalizations, there is 
apparently broad divergence between 
those which actuate Americans and 
those which dominate Latin Ameri- 
cans. Ordinarily, a successful Ameri- 
can business man wishes to become 
more successful, and his activities are 
intensified in accordance with the 
scope of his financial importance. 
There is no limit which he places upon 
his desire for wealth, responsibility or 
power. He views with repugnance the 
possibility that he may at some time be 
forced to give up his active business 
life. 

In contrast, the objective of the 
ordinary Latin American business man 
is to attain sufficient wealth that he 
may retire from work and reside in 
Paris. Furthermore, there is a distinct 
tendency for the typical Latin Ameri- 
can to wish merely to acquire wealth 
instead of to produce wealth. For 
this reason, government service, lotter- 
ies, and various highly speculative 
ventures appeal to a much larger 
percentage of the population in Latin 
America than is the case in the United 
States. 

As to contractual obligations, the 
American concept is that they must be 
met, even if personal disaster is in- 
volved. A business man who has dis- 
regarded the spirit, not to speak of the 
letter, of contractual obligations has 
no standing in responsible American 
circles. Many Latin Americans are 
inclined to treat obligations with 
less seriousness. ‘They are contracted 
somewhat lightly and disregarded in 
the same manner. 

This statement does not imply that 
the American system is correct and the 


Latin American is wrong. They are 


different, and this must be recognized 
when Americans undertake to do busi- 
ness in Latin America. 

Instances in which Latin Americans 
have entered into contractual obliga- 
tions with the purpose of disregarding 
them are probably as rare as in the 
United States—possibly more rare. 
But if obligations become onerous, the 
Latin American finds it somewhat easy 
to convince himself that default is 
justifiable. Business and social stigma 
is not attached to default; even Latin 
American governments have not ex- 
erted as great effort to observe obliga- 
tions as has been considered appropri- 
ate in accordance with present-day 
American standards. In extenuation 
of this attitude, it must be admitted 
that circumstances surrounding cer- 
tain financial enterprises, notably gov- 
ernment loans, have been such that 
repudiation has not involved great 
moral obliquity. 

This rather detailed background has 
been presented in the belief that con- 
structive American policy cannot be 
formulated without comprehensive un- 
derstanding of the people with whom 
we are to deal. 

Semi-feudal organization has dis- 
couraged individual effort toward util- 
izing the undeniably extensive natural 
resources of Latin America. More- 
over, the inclination of those with 
wealth and position to prefer immedi- 
ate returns to capital commitments 
which will be productive only after the 
passage of many years has profoundly 
influenced the ownership and the utili- 
zation of resources. 

Agriculture with its annual crops, 
domestic trade, government service, 
and salaried employment have claimed 
the bulk of Latin American popula- 
tion, capital, and effort. Such enter- 
prises as the construction of railroads, 
irrigation plants, plantations which re- 
quire a long period waiting 
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coming into production, and the devel- 
opment of mines have largely been left 
to foreigners or to the government. 

Recognition of this fundamentally 
different economic procedure from that 
which seems normal for us is another 
important fact in gathering materials 
for formulating sound American policy 
toward Latin America. 


PouiTicAL ORGANIZATION 


Partly because of these conditions, 
the political organization is built about 
personalities rather than on principles. 
Local leaders become popular because 
of personal traits rather than because 
they advocate specific economic, social, 
or political policies. This is made easy 
and probably inevitable because of the 
high proportion of illiteracy which 
prevails in most Latin American re- 
publics. 

Practical experience demonstrates 
the futility of hoping that persons who 
are unable to read and write can dis- 
criminate among various policies which 
may be enunciated by formal political 
parties or advocated by candidates for 
office. In fact, illiterates are usually 
unable to comprehend any political 
doctrine at all, and their support of one 
candidate rather than another is a 
matter of pure vagary, except as they 
are influenced by extravagant cam- 
paign promises of benefits which are 
easily understandable but which are 
recognized as completely chimerica! by 
persons of political and economic 
judgment. Jingoism, personalities, re- 
sounding but vacuous promises, and 
colorful but irresponsible leadership are 
too frequently the outstanding charac- 
teristics of Latin American politics. 

Because a campaign of personalities 
is far more exciting than one of princi- 
ples, and because it is quite simple to 
generate and utilize mob spirit in illiter- 
ates with the voting power, Latin 
American political organization readily 
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lends itself to violence. Not only are 
strong-arm methods the rule rather 
than the exception at elections, but 
they may later be invoked by the de- 
feated and disgruntled against those 
who have obtained office. 

Office and opportunity for personal 
gain are too frequently considered 
as synonymous. Historically-minded 
persons realize that customs of long 
standing, accepted by the majority of 
a society, offer no proper ground for 
indictment of the individuals who 
practice them. Hence, we should con- 
sider the corruption which undoubtedly 
exists in a major portion of Latin 
American administration as calling for 
treatment merely as fact rather than as 
requiring moral judgment from us, 
whether favorable or adverse. __ 


DISADVANTAGES 

We are entitled to reach the opinion, 
however, that these forms of political 
organization and procedure lead to 
definite economic results which are 
unsatisfactory. They involve ineffi- 
ciency and instability on the part of 
the government and retarded economic 
progress on the part of the population. 

Reduced to concrete terms, govern- 
mental officers are likely to be improvi- 
dent in the expenditure of revenue and 
to resort to foreign loans without ade- 
quate justification. Funds taken from 
the citizens by taxation are not pro- 
ductively employed, and indebtedness 
is increased which is at best an eco- 
nomic drain and at worst a cause of 
international complications and even 
loss of sovereignty. 

Since the populations of certain 
Latin American republics do not ob- 
tain full benefit from funds which flow 
into the public treasury, either in the 
form of taxes or foreign loans, they are 
at a disadvantage as compared with 
those countries where similar defects do 
not obtain. As a result, growth of 
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local capital is retarded, and added im- 
petus toward foreign borrowing is 
created. 

Moreover, dearth of local capital 
gives opportunity and even invitation 
to foreigners who are able to accumu- 
late wealth under more auspicious 
circumstances to become possessed of 
those natural resources in Latin Amer- 
ica which the local populations, be- 
cause of inefficient governments and 
ineffective economic policies, cannot 
hold and develop for themselves. 

That the expectations of theory 
have been realized in practice is quite 
evident in the financial structure of 
Latin America, both governmental and 
private. Lack of local capital for 
meeting loan operations of the several 
governments has forced these loans 
abroad, and it may also be suggested 
that such local capital as exists has in- 
sufficient confidence in its own govern- 
ment to be available for treasury re- 
quirements. With few exceptions, the 
Latin American republics have bor- 
rowed almost to the present limit of 
their credit. This has been in times of 
peace and without the urge of eco- 
nomic or social disaster. Hence, little 
credit, either domestic or foreign, is in 
reserve for times of emergency. Per- 
haps this is the principal weakness of 
governmental financial policy. 

So far as private enterprise is con- 
cerned, few Latin American corpora- 
tions have reached sufficient size or 
maturity to command large scale 
financing. This is because local funds 
for investment in industry are deficient 
in amount and suspicious of local man- 
agement. Foreigners are unlikely to 


make large capital commitments except 
upon the basis of complete or partial 
ownership and management. 

For these various reasons, we find 
that the distinguishing characteristics of 
governmental finance in Latin America 
_ are dependence upon foreign loans and — 


the existence of relatively heavy for- 


eign debts. Private financial structure 
is characterized by foreign ownership 
and management of many principal 
sources of raw material, commercial 
enterprises, transportation 
and public utilities. 


Borrowers Versus LENDERS 


This situation has had numerous 
unwholesome results. Borrowing gov- 
ernments have been charged with be- 
coming subservient to their foreign 
creditors. Chauvinists have not been 
slow to utilize the possibilities for their 
own political advantage. This is the 
basis of considerable ill will in Latin 
America toward the United States, and 
the growth of anti-American sentiment 
in the past has been roughly commen- 
surate with that of our loans. No 
creditor is popular in the eyes of the 
debtor. Even loans which have been 
made on equitable or generous terms, 
usually at the urgent solicitation of the 
borrower, and expended for productive 
purposes, must be paid. In the minds 
of ignorant borrowers, this in itself is 
adequate cause for resentment against 
the lender. This condition is now im- 
proving. 

Insufficient consideration is given to 
the fact that governments cannot be 
forced to borrow but do so of their own 
volition. The critics are silent on the 
facts that Latin American governments 
rather than foreign bankers ordinarily 
initiate loan negotiations and that more 
applications for loans are refused than 
accepted. 

In numerous Latin American quar- 
ters as well as in our own country there 
is apparently the belief that under- 
writing and distributing houses for 
foreign loans retain possession of the 
bonds which they purchase from Latin 
American governments. These houses 
are visualized as rich and powerful in- 


stitutions, and it is easy for the pover- 


systems, 
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ty-stricken Latin American taxpayer to 
consider himself as the victim of opu- 
lent oppressors, whereas in reality he 
has had the benefit of industry and 
thrift on the part of some individual! in 
the lending country who has both le- 
gal and ethical right to repayment of 
principal and the annual receipt of an 
interest return commensurate with 
risk, current money rates and other 
relevant factors. 

It is necessarily distasteful to Latin 
Americans to see a large proportion of 
their most important enterprises both 
owned and operated by foreigners. 
This was the case in the United States 
during certain periods of our history. 
Looking back upon the effects of 
foreign financial interest in many 
American industries, notably railroads, 
most students have reached the con- 
clusion that the borrowing country 
has benefited more than the lending 
country. 

Not only were risks taken and losses 
incurred by foreigners who placed their 
funds in the United States, but the 
United States undoubtedly obtained a 
far greater rate of return on borrowed 
capital than was paid to the foreign 
lender. This margin remaining to the 
borrower has shown a _ pronounced 
tendency to increase both absolutely 
and relatively. 

In consequence, there is much truth 
in the statement that the United 
States to a considerable extent became 
rich on other people’s money. ‘The 
proportion of total wealth in the 
United States owned by foreigners has 
shown a persistent tendency to de- 
crease and is now of no great impor- 
tance. 


ENTERPRISES DEVELOPING 

There is no reason to doubt that a 
similar phenomenon will characterize 
the unfolding of Latin American eco- 
nomic life. Already the more devel- 


oped republics are regaining control of 
certain assets or activities which were 
formerly in foreign hands. Domestic 
wealth is unquestionably increasing 
more rapidly than foreign loans and 
investments. 

The process is somewhat as follows, 
Foreign investments involve the utili- 
zation of local resources and the hiring 
of local labor. Net increase in wealth 
occurs. Part of that wealth neces- 
sarily remains in the country. The 
part accruing on foreign account is 
more frequently exported than rein- 
vested. Hence there is a tendency for 
domestic wealth to become relatively 
more important as compared with the 
foreign commitment. 

As the foreign enterprise continues 
in production, Latin Americans acquire 
skill and obtain increasingly responsi- 
ble posts. Some exercise the necessary 
self-control to accumulate capital as 
well as the requisite skill to manage 
capital effectively. The next step is 
for such persons to take an interest in 
the foreign enterprise or to establish 
industries of their own. 

As locally owned and managed en- 
terprises have numerous advantages 
over these financed by foreign capital 
and managed by foreigners, assuming 
equal technical ability and financial 
strength, there is a pronounced ten- 
dency for local wealth to increase at a 
higher percentage than foreign loans or 
investments. In short, a process of 
nationalization of industry and finance 
takes place. 

This is one of the most comforting 
features of international finance. Not 
only does it mean that foreign loans 
and investments tend to become more 
secure, thus avoiding international 
political complications, but it also im- 
plies that the productivity of soundly 
conceived commitments creates or de- 
velops in increasing degree the sources 
of wealth which will assure the ultimate 
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repayment of the loans or the ultimate 
passing of foreign investments into 
local hands. 


ComMMITMENT 


_ That the United States has a pro- 
found interest in the political and eco- 
nomic organization of Latin America 
becomes evident by mere statement of 
our financial commitment. At the end 
of 1929 it was estimated at $5,700,- 
000,000. In amount this is equal to 
the value of all real estate in such states 
as Indiana or Wisconsin. It may be 
properly considered as adding the 
value of another important state to the 
American Union. 

British investments in Latin Ameri- 
ca are roughly equivalent to our own. 
There has been some tendency, how- 
ever, for greater emphasis to be laid by 
Americans on loans to Latin American 
governments, such loans approximating 
one-third of the total, while the British 
have been more definitely interested in 
acquiring ownership of Latin American 
natural resources and industries, par- 
ticularly railroads. 

Undoubtedly, this difference in pol- 
icy between American and British 
investors is based on the longer experi- 
ence of British capitalists with foreign 
investments and the fact that loans to 
governments are far simpler than the 
organization and the supervision of 
industrial projects. Our own policy 
has unquestionably been shortsighted. 
Such instability has characterized most 
Latin American governments that the 
risk involved in making loans to them 
is comparatively great. This is re- 
flected in high interest rates. Further- 
more, the ultimate financial possibili- 
ties in a government loan are payment 
of interest and repayment of principal 
according to the terms of the contract. 

On the contrary, ownership of na- 
tural resources and the establishment 
of local industries and commercial en- 
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terprises by foreign capital offer oppor- 
tunities limited only by the possibilities 
of the countries themselves. Using the 
United States as a fair comparison, no 
statistical evidence need be presented 
that those who lent money to the gov- 
ernmeni—Federal, state or local— 
have fared less favorably than those 
who obtained an equity interest in the 
natural resources of our country and 
the energy and the intelligence of our 
population. 

Few competent students doubt that 
conditions in Latin America offer a 
close analogy. Hence, an intelligent 
American economic policy should be 
based upon participation in the indus- 
tries of our sister republics rather than 
upon loans to their governments. 


REQUIREMENTS FOR SUCCESS 


Objectors to this doctrine will imme- 
diately reply that the precentage of 
failures in Latin American industrial 
projects is high. Such reply is con- 
vincing only if it can be demonstrated 
that disaster overtakes soundly devised 
enterprises, adequately financed and 
efficiently managed. Considered from 
this point of view, misfortunes to Latin 
American enterprises are probably not 
greater than those encountered in the 
United States. Usually, lack of knowl- 
edge of local conditions, insufficient 
capital, poor selection of industry or 
location, extravagance, and incom- 
petent management afford ample 
reason for such fatalities as have 
occurred. 

There is restricted opportunity for 
investment of American capital in 
Latin America ona small scale. Unless 
an enterprise is large enough to 
command management of the high- 
est class, which is expensive in Latin 
America, success cannot be reasona- 
bly assured. Natural conditions fre- 
quently require that business units in 
Latin America must be on a larger 
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scale than those in the United States. 
They often require longer periods of 
time for effective development. This 
involves greater financial resources. 
Where these factors have been recog- 
nized in advance, not only have re- 
sults been satisfactory, but probably 
more generous percentages of profit 
have been obtained than on similar 
commitments in the United States. 

A suggestion may be made as to a 
promising course of procedure. It is to 
apply the holding and finance com- 
pany idea to investments in Latin 
American enterprises. Not unnatu- 
rally, there is some local antagonism 
on the part of Latin Americans toward 
foreign establishments. This consti- 
tutes no indication of narrow-mind- 
edness or shortsightedness. It is a 
natural phenomenon. Furthermore, 
legislation or administration in certain 
Latin American republics favors do- 
mestic corporations, as contrasted with 
those incorporated abroad or managed 
by foreigners. Finally, there are nu- 
merous enterprises at present owned 
and managed by Latin Americans 
which have insufficient capital for 
economical production and distribu- 
tion, and which do not command that 
degree of managerial technique which 
assures profitable production. 

Frequently, these enterprises enjoy 
goodwill of a high value. Hence, par- 
ticipation by an American holding 
company which would supply adequate 
capital and remedy the deficiencies of 
management would probably show 
gratifying results. In two important 
instances, this method has been put to 
a test and has proved eminently satis- 
factory. 

Aside from the advantage of par- 
ticipating in an established under- 
taking as contrasted with organizing a 
new business, the foregoing method per- 
mits much wider distribution of risk 
and makes American codperation pos- 


sible in businesses which would be too 
small to warrant the installation of 
foreign managerial staffs. 

In the case of a holding company, it 
would be possible to place a representa- 
tive or representatives on the boards of 
directors of local companies and, even 
in the absence of control, to exercise 
sufficient supervision over expenses, 
accounts, and business methods to give 
full protection to the foreign invest- 
ment and also to increase the margin of 
profit, while retaining the advantage of 
operating as a domestic concern. 


A Po.icy 


Whatever method be adopted for 
applying the doctrine, there is little 
doubt that the interests of the United 
States and of Latin America as well will 
be served by giving less attention to 
loans to governments and by increasing 
the investment of American capital in 
Latin American industries and natural 
resources. Since a country must be 
prosperous before business within it is 
profitable, systematic concern should 
be exercised to insure Latin America 
definite advantage from the invest- 
ment of foreignfunds. This eliminates 
companies which are founded or oper- 
ated on tax exemption or evasion, on 
exploitation of ignorant and helpless 
labor, and on contracts or concessions 
which have been obtained by fraud or 
have manifestly taken advantage of in- 
experience on the part of the issuing 
governments. 

It is pleasant to be able to report that 
most of the larger American enter- 
prises in Latin America are considered 
as definitely beneficial to the countries 
in which they operate. They have 
contributed in no small degree to the 
phenomenal advance in all phases of 
modern existence which has occurred 
throughout Latin America in recent 
years. Usually they pay higher wages, 
furnish better working conditions, 
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and operate more efficiently than do 
domestic corporations. 

There is no means of determining 
whether American investments in Latin 
America have shown higher or lower 
rates of profit than equivalent sums 
invested in our own country. Even if 
they should show a lower direct per- 
centage they would still be definitely 
desirable because of their influence on 
commerce with the United States. 

Exports from this country to Latin 
America amounted to about $975,000,- 
000 in 1929. In spite of commodity 
price declines in several Latin American 
republics, with resultant decrease in 
purchasing power, this represented an 
increase of approximately $100,000,000 
or ten per cent over the total of the 
previous year. Almost one fifth of 
our exports, 18.57 per cent to be exact, 
went to Latin America, and our im- 
ports were even more important, 
amounting to 25.16 per cent of the 
total, with a value of $1,100,000,000. 
Both in value and in relation to total 
foreign commerce, imports from and 
exports to Latin America increased 
during 1929. 

Whether the manufacturing and 
shipping profit on this important vol- 
ume of imports and exports was greater 
or less than interest and dividends on 
American investments in Latin Amer- 
ica cannot be computed. It is certain, 
however, that without the investments, 
the commerce would have been radi- 
cally restricted. 


EFFEcTs OF AMERICAN INVESTMENTS 


In the first place, these investments 
in considerable measure enabled the 
Latin American countries to produce 
the merchandise which resulted in ex- 
ports of $1,100,000,000 to the United 
States during a single year, and pro- 
vided the purchasing power for obtain- 
ing almost a billion dollars worth of our 


These investments also created a 
definite demand for American products 
as distinguished from those of other 
countries. After a factory has been 
equipped with American machinery or 
a railroad has adopted American roll- 
ing stock—and this is usually the 
case if the capital for the enterprise 
originally came from the United 
States—a permanent demand is creat- 
ed for American supplies and replace- 
ments. 

Not only have our investments and 
loans added to the wealth and the pur- 
chasing power of Latin America by 
financing enlarged production, but 
governmental policy in the United 
States has assisted Latin America to 
realize fully on such production. For 
special reasons, preferential treatment 
has been accorded to Cuban products; 
otherwise, the United States has 
granted most-favored-nation treat- 
ment to Latin American products 
which seek to enter this country. In 
fact, seventy per cent of our imports 
from Latin America pay no duty what- 
ever. 

Admitting that the policy of accord- 
ing free entry to most Latin American 
products is due to the circumstance 
that they do not compete with our own 
and because it is to our advantage to 
obtain raw materials and foodstuffs as 
cheaply as possible, the policy is never- 
theless generous in so far as it affects 
Latin America, and Latin America 
has profited accordingly. 

This policy is in contrast with much 
higher average rates of duty which are 
imposed on exports from most other 
parts of the world to the United States. 
Too little attention has been paid to 
this situation. Our treatment of Latin 
American imports is also in sharp vari- 
ance with the comparatively high rates 
of duty which are collected on Ameri- 
can products entering the Latin Ameri- 
can republics. _ 
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AMERICAN Goops IN DEMAND 


Our commercial relations with Latin 
America are on a more satisfactory 
basis than our investments, notably our 
loans to governments. This country 
has distinct advantage in producing 
many types of commodities which are 
especially adaptable to Latin American 
requirements, such as automobiles, 
office equipment, electrical supplies, 
agricultural implements, low-grade tex- 
tiles, lumber, and certain kinds of food- 
stuffs, especially canned goods. 

So far as can now be foreseen, these 
commodities will be in great and in- 
creasing demand. While salesmanship 
is necessary, no rare merchandising 
skill is required for disposing of large 
quantities of American goods. There 
is little opportunity for serious loss, at 
least upon a scale commensurate with 
that which arises from poorly con- 
ceived investments. 

Imported merchandise also encoun- 
ters less local antagonism than do for- 
eign capital funds, whether in the form 
of loans or investments. Merchandise 
is ordinarily distributed to the ulti- 
mate consumer through domestic chan- 
nels, whereas loans and investments 
frequently involve foreign personnel. 

Because of the distinct tendency of 
international commerce to assume a 
north and south direction in recent 
times, due to climatic, seasonal, and 
other pertinent factors, there is every 
likelihood that trade in both directions 
between the United States and Latin 
America will continue to expand. 
That it should be encouraged rather 
than handicapped seems to require no 
proof. 

Nevertheless, the legislative branch 
of the American Government appar- 
ently considers it timely to propose 
tariff action which is likely seriously to 
cripple our important trade with Latin 
America as well as with other parts of 


the world. If this occurs, purchasing 
power in foreign countries will be ad- 
versely affected, to the detriment of 
our export trade. 

Resentment against the United 
States is being generated, and it is 
justified. Weare apparently willing to 
sacrifice the interests of our customers 
and of our suppliers of raw materials 
and foodstuffs in a narrow-minded 
scramble for immediate gain. Ulti- 
mately, we shall suffer for this kind of 
shortsightedness, and we deserve to 
suffer. 


HINDERING Factors 


American investments have not 
made as large a contribution to the 
wealth and prosperity of Latin America 
as might have been possible. This is 
because artificial restrictions in the 
form of legislative and administrative 
regulations have been imposed by Latin 
American governments. In numerous 
instances, what appear to have been 
conscious efforts have been made to 
levy discriminatory taxes, to promul- 
gate onerous restrictions and otherwise 
to harass foreign enterprises. Knowl- 
edge that these tactics might be ex- 
pected has deterred much foreign 
capital from going into Latin America 
and has caused much of what did go to 
be only partially productive. 

An additional retarding influence has 
been lack of confidence in the Latin 
American judiciary. Leaving aside a 
rather well-founded belief that Latin 
American justice can frequently be 
purchased, competent observers are vir- 
tually unanimous in the opinion that the 
foreigner, by reason of being such, is at 
a disadvantage before Latin American 
courts. 

Uncertainty of obtaining loyal and 
vigorous representation by local agents 
or attorneys constitutes one of the 
principal reasons why certain American 
financial institutions have insisted 
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that their own nationals be installed in 
the financial organizations of Latin 
American governments or enterprises 
to which loans have been made. 

What special protection, if any, 
should the United States accord to in- 
vestments of its nationals in Latin 
America? At present, the Department of 
State is consulted prior to the conclusion 
of loans to governments, and while it 
does not pretend to pass on the business 
merits of proposed loans, there is little 
doubt that both the borrowing country, 
issuing banks, and individuals to whom 
the bonds are ultimately distributed, all 
feel that a semiofficial flavor attaches 
to the operation. Supervision was 
inaugurated in order that American 
bankers should not take action which 
was out of harmony with the inter- 
national policy of the United States. 

In actual practice, supervision has 
had little favorable effect. It has 
slightly inconvenienced financial houses 
of experience and integrity and 
has done little else. The practice has 
also created some ill will in Latin 
America. Disadvantages have out- 
weighed benefits, and supervision by 
our Government forms no proper ele- 
ment of a sound economic policy on our 
part toward Latin America. 

Protection of loans and investments 
by military and naval intervention will 
doubtless be less widespread than in 
former years. A like statement can 
probably be made for protection 
through financial advisers and financial 
commissions. As wealth increases in 
the several Latin American republics, 
stability also becomes more prevalent. 
There has been no case of military in- 
tervention by the United States except 
in connection with serious disorder. 
Currency and fiscal systems for most 
Latin American republics have now 
been adjusted to modern standards, 
and “‘money doctors” will conse- 
quently be less in demand. "a! 


Latin AMERICA’S CHANGED ATTITUDE 


With expansion of wealth and de- 
velopment of responsibility, there has 
occurred a significant change of Latin 
American attitude toward the United 
States. In all parts of the world, per- 
sons with property have approximately 
similar reactions to given facts. Those 
who have acquired wealth understand 
that capital is useful to a country, 
whether it be supplied by domestic or 
foreign sources. They also recognize 
that creditors and exploiters are not 
necessarily synonymous. 

Latin Americans with wealth or 
education begin to inquire why the 
United States is relatively more pros- 
perous than their own countries, and 
seek to adopt the forms of organization, 
both political and economic, which 
have produced the results which they 
themselves desire to obtain. 

Adversity is always a teacher with 
authority. Now that many Latin 
American governments and industries 
are finding difficulty in floating foreign 
loans, in attracting foreign capital, and 
in finding a market for their products 
at satisfactory prices, a pronounced 
change in attitude toward those with 
capital and purchasing power has oc- 
curred. Even legislation adverse to 
foreigners has in some quarters been 
rescinded or is in course of modifica- 
tion. 

To summarize, effective American 
economic policy toward Latin America 
should be recognized as based on self- 
interest. However, self-interest should 
be interpreted along modern lines. 
Our trade cannot prosper unless Latin 
America is prosperous. We cannot 
sell unless we also buy. We can con- 
tribute substantially to Latin Ameri- 
can purchasing power by well-consid- 
ered investments, but unless these are 
profitable to both parties, they will fail 
in their full usefulness. 
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We can refrain from encouraging 
Latin American governments to bor- 
row improvidently and can give finan- 
cial and technical assistance in the 
utilization of local resources. We can 
restrict political activities to our own 
country and permit Latin Americans 
to manage their own governments, ex- 
cept in so far as they make formal 
request for technical guidance from 
us. 

We can use our influence in develop- 
ing democracy and education, with the 
certain knowledge that these will serve 
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better than marines as protection for 
our loans, our investments, and our 
trade. We can recognize that amity is 
essential to satisfactory business and 
that amity can be permanently based 
only upon fair dealing. 

We can, in short, conduct our fi- 
nancial and commercial relations ac- 
cording to those principles which have 
shown constructive results in the bet- 
ter sense in our own country, with 
full assurance that similar results will 


attend their _ application in Latin 
America. 
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HAVE been very much interested 
in Mr. Dennis’s' description of his 
position as a Democratic protectionist 
who believes in using a telescope in- 
stead of a microscope for the applica- 
tion of protection. The idea strikes 
me as rather good, for I think that 
most protectionism is so ignorant that 
even its enlightenment means progress. 
However, I am not sure whether or not 
it is possible to get a telescopic pro- 
tectionism that is adequate to the 
problems of an interdependent world. 
Likewise, I have been very much 
interested in Dr. Cumberland’s*? Amer- 
ican economic program for Latin 
America. If I understood it correctly, 
it was an exemplification of that an- 
cient text that it is not wise to kill the 
goose that lays the golden egg. It was 
a homily on that more modern slogan, 
“Milk from Contented Cows.” That 
is to say, a certain care about the feed- 
ing and the driving of Latin American 
cows will result in a rather richer 
product than will be gained otherwise, 
and marines do not necessarily make 
the most attractive milkmaids. 

I was brought up on the Alger books, 
which taught that if one was good and 
worked hard, he would succeed. That 
was a stock intellectual ration for 
Americans until we turned to racketeer- 
ing, instead. I still like to believe that 
if one is good and works hard, he will 
be successful; but I wonder whether or 
not we can trust some people to apply 
in Latin America the same methods 


1See “An American Economic Policy,” in 
this volume. 

2See “Our Economic Policy Toward Latin 
America,” in this volume. 
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that they have applied in North Amer- 
ica, and still produce “contented 
cows.” To be specific, I have never 
been quite sure that Messrs. Doheny 
and Sinclair would follow in Latin 
America the policies outlined by Dr. 
Cumberland, which do not resemble the 
methods they applied at home; and 
I have never understood why we should 
have a degree of confidence in them or 
give them a degree of support which 
even the Supreme Court saw fit to deny 
them in relation to our own country. 


Tue As A UNIT 


These expressions of doubt are 
germane to this question which is ex- 
traordinarily difficult. This is a world 
where we are, in the strictest sense of 
the term, interdependent. The growth 
of machinery and of specialization 
necessarily make us think in world 
terms, or of the world as a unit. 
Peace is obviously a matter, then, not 
merely of an American economic pro- 
gram, for the benefit of America as 
opposed to Iowa or Pennsylvania or 
some other place, but a matter of such 
political and economic conditions in the 
world that there is reasonable hope of 
that kind of good will from which peace 
comes. We are, therefore, under a 
very high obligation to think in terms 
of a planned economic erder which is 
world-wide in scope. 

But when it comes to applying this 
truism, that is another story. There 
are sectional lines, there are national 
interests, there are all sorts of inherited 
prejudices and ideas which we carry 
around with us. Our economics gets 
all mixed up with our psychology. For 
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instance, the doctrine of an American 
program as applied to the tariff finds 
some difficulties because of sectional 
differences. But imagine how hopeless 
the task would be if there were no 
national psychology! If the states had 
the power to write tariffs, your eminent 
statesman, whom I am afraid Pennsy|- 
vania does not appreciate as it ought 
to, that real scientist in tariff, that 
maker of your true American policy, 
Mr. Joseph Grundy, would, I am quite 
sure, favor as strong a tariff for Penn- 
sylvania against New York and other 
outlying regions as he now favors for 
the United States against the world. 
You see, it is not just a matter of 
economics, it is a matter of one’s 
organizing notions of the object of 
one’s loyalty. 


§SrruGGLe ror MARKETS 


= Observe, moreover, that we have a 

_ world where capital is becoming inter- 
national without being able to shake 
off nationalism. What happens is that 
Mr. Ford takes his plants abroad and, 
if conditions are favorable, produces 
abroad materials to be shipped back 
to America. But at the same time, if 
not Mr. Ford, then other manufactur- 
ers are continually talking to the work- 
ers in terms of nationalism, pure and 
simple. And we get certain very 
strange combinations of ideas and 
realities. 

Again, suppose we consider an Amer- 
ican economic policy to be primarily a 
matter of America’s grabbing the world 
markets—doing it politely, of course, 
doing it scientifically, whatever that 
is, doing it with a minimum of offense, 
because, after all, you do trade better 
with people if you do not slap them in 
the face. It must not be forgotten 
that this is an enterprise shared by a 
great many other nations, who also 
strive for world markets by the same 

All of them are acting under 


means. 


rules in which the government helps 
its nationals with tariffs, with favoring 
legislation, and, on occasion, given the 
proper sized country, with those great 
foreign missionaries, the Marine Corps 
of the respective lands. How shall 
each nation keep up that policy and 
avoid strife? 

In what I have just said, I am not, 
of course, advancing that ridiculous 
economic heresy that there is a static 
amount of wealth. I am not denying 
that a proper trade in the world furthers 
increase in wealth. It is not I who 
have denied that, but the nations 
themselves by their programs and 
policies, by their restrictions and tariffs, 
Now, if we were men who had just 
come to this planet from Mars, I am 
quite sure that we would never dream 
of proposing as an American or any 
other kind of economic policy one so 
completely directed simply to the 
glorification or aggrandizement of one 
group. We should say: “Let these 
humans plan in world terms, for world 
use rather than for private profit.” 

But practically, not the most ideal- 
istic, nor the wisest and the most logical 
among us can do that, as if we were 
proceeding from a fresh beginning. 
Actually, we have to take account at 
all times of the sentiment of national- 
ism, of national organization and its 
effect upon economics, of very great 
differences in degrees of economic 
advancement and culture in the world, 
and of all the other circumstances that 
make our social life a pretty tangled 
affair. In many cases the train has 
gone too far along the wrong track for 
us to suppose that it can jump over to 
the right track by any kind of miracle. 
There is a job of reéducation and re- 
planning to be done. 


CHANGED VIEWPOINT NEEDED 


It is impossible for any of us to be 
saved simply by a right point of view; 
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but we cannot be saved without a right 
point of view. I want, therefore, not 
in the name of idealism but in the name 
of what I think is practical common 
sense, to argue that a change in view- 
point is necessary for an American 
economic policy or a world economic 
policy that makes for peace. 

I do not know how changes in popu- 
lar viewpoints come about, but they 
do come about. Such changes were 
necessary to make possible the United 
States instead of thirteen correlated 
states, each of them desiring to levy 
tariffs upon the others. A change of 
viewpoint was required to establish 
any of our greater nationalisms as 
opposed to the feudal loyalties that 
preceded them. 

Further, these changes in our think- 
ing make things possible that are other- 
wise quite impossible. For instance, 
under the impulse of the tremendous 
fears and hates of the war, we were 
able to work out in a rough fashion all 
sorts of codperation for the sake - of 
victory that would have been said to 
be quite impossible for any less com- 
pelling motive. I believe that if we 
are ever going to manage our world at 
all adequately, it will be because, for 
the sake of peace and of world well- 
being, some new sense of larger loyalty 
shall come to men, so that nationalism 
shall not be the entire content and aim 
of our thinking, and the national state 
shall not be a kind of god above the 
moral law, as it is assumed to be in 
practically every national economic 
program. 

For example, when American work- 
ers see pictures or read stories of 
twenty thousand Frenchmen parading 
against a proposed American duty on 
lace which might mean for them starva- 
tion, I hope that the reaction will not 
only be, “Ah, but think of our auto- 
mobiles!”” I hope that it will also be, 
“Ah, but the French also are human!” 
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There is no justice when the law of one 
country can, over night, reduce workers 
in another country to the verge of ruin. 
Nor does peace lie that way. I do not 
mean that wars arise directly out of 
tariffs. The problem is not quite so 
simple as that. I mean that such a 
condition does not give us a basis of 
international good will and mutual 
understanding which would give one 
confidence to hope that the workers 
with hand and brain who make the 
wealth of the world would get real 
peace. 

Peace requires that we shall have to 
develop all understandings between the 
workers of the world with hand and 
brain, and a way of looking at our 
problems as if they were common 
problems in the world. 

ti (i‘é C3; 

From philosophy let us turn to a 
program to carry it out. First, to sum 
up what I have said or suggested about 
the tariff: I agree largely with what Dr. 
Dennis has told us. I also am some- 
what hopeful about the future of tariff 
tinkering. The attempt in America to 
make everybody prosperous by sub- 
sidizing everybody is likely to educate 
us in the futility of that method of 
obtaining prosperity. 

I think that the growth of our for- 
eign trade will automatically tend to 
curb the zeal of protectionism. I 
think another frame of mind may be 
developed in those Democratic and 
supposedly progressive senators from 
Montana who exploited Montana man- 
ganese ore very quickly for the sake 
of the greater glory of that state, in 
spite of the fact that it meant the 
exhaustion of one of our inferior re- 
sources. But I do not believe this can 
be accomplished entirely by talk about 
telescopic protectionism. I believe it 


might also be well to mention those 


horrific words, “free trade, 
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Now, let no old-time free trader 
applaud too soon. I do not think it is 
possible, in our type of world, to talk 
about free trade purely in the terms of 
Richard Cobden. I think that in a 
planned economic order, such as that 
to which we are coming, it is quite im- 
possible to imagine that automatic 
processes of what was narrowly known 
as free trade are sufficient to carry us 
through. Nevertheless, the planning 
I want is necessarily that which takes 
account of workers in the world instead 
of in one given country, and which 
realizes that in the long run there is 
something very dangerous and im- 
possible about the attempt to build 
Chinese walls about one favored group 
of workers, and let the rest of them go 
hang in their own way. They do not 
do it; they usually hang us sooner or 
later. Hence the need, which I am 
sorry to say Mr. Matthew Woll, of the 
American Federation of Labor, has 
notably overlooked, of encouraging the 
work of a Labor Office in the hard task 
of raising labor standards in Asia and 
elsewhere. 


AMERICAN INVESTMENTS ABROAD 


The second point in an economic 
program must deal with American in- 
vestments abroad, and especially in 
Latin America. I am not at all of 
the opinion that, given our present 
society, we ought to try to keep Ameri- 
can capital at home by law. If we 
really believe that the world must be 
developed as a unit, that kind of 
nationalism, however well meant, will 
not work. 

At the same time, no good comes to 
Latin America or Africa or Asia or to 
ourselves when the export of capital 
and goods is carried on under a feverish 
and frantic urge of a group of profit- 
takers to get the maximum returns on 
their heaped-up profits. The trade 


that means the supply of human needs 
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and the enlargement of human re- 
sources is one thing; the trade which 
comes because of a comparatively 
small group which under our capital- 
istic system has heaped up its profits, 
a group which therefore demands the 
largest returns, perhaps no longer to 
be found at home, is another thing. 

This latter type of trade is often 
blocked by tariffs, and this causes men 
to look to weaker countries which 
have not the power, legal or economic 
as the case may be, to put up such tariff 
walls. Therefore we see frantic races 
to secure valuable natural resources 
before some other strong nation may 
get them. A race, carried on at that 
feverish pace, is not a wholesome sort 
of race. 

The task of Ramsay MacDonald and 
Philip Snowden and the rest in England 
would be easier if the prosperity of 
England had not depended for so many 
generations upon the shocking differ- 
ential between wages and profits in 
imperial Britain. Mark you, I am 
speaking even within the scope of the 
present capitalistic order when I say 
that. After all, the prosperity of every 
country rests upon consuming power 
in the hands of the workers themselves. 
The fact that certain owners of profits 
enter successfully into the frantic race 
to develop trade and to acquire 
resources quickly in Latin America or 
elsewhere does not compensate for lack 
of consuming power in the hands of 
workers here at home. Hence the 
bearing of our internal economic poli- 
cies on an external economic policy for 


peace. 
TAXATION 


For instance, consider taxation. I 
remember a while ago, when we were 
all going to be made prosperous by 
knocking off the taxes on the rich. 
You will recall that if the rich were not 
taxed so much, they would invest more 
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here and that would give the rest of us 
jobs. Certain commentaries on that 
theory have been written in Wall 
Street and elsewhere within recent 
years or months. Nevertheless, that 
theory was applied by the present Con- 
gress, Democrats as well as Republi- 
cans concurring, in the astonishing 
form that in time of emergency the 
way for the poor to be prosperous was 
to knock one per cent off the income 
taxes of the well-to-do and the rich. 
The program of taxation ought at all 
times to be directed to keeping con- 
suming power in the hands of the work- 
ers, and in emergencies it should be 
used for collecting those funds which 
may be necessary for social insurance 
and other remedies for such desperate 
diseases as ours are at present. 

This policy of increasing consuming 
power for the masses and of building 
up economic well-being at home, which 
is not for a minute inconsistent with a 
wise foreign trade, is nevertheless incon- 
sistent with the notion of putting mighty 
efforts of our Government behind the 
task of atoning for mismanagement 
at home by grabbing markets abroad. 
It isn’t a very durable form of atone- 
ment, for one thing; and as I have 
previously suggested, it may lead to 
worse conflicts than we now have, 
particularly when you add to the phi- 
losophy of nationalism in economics, 
the hypnotism of a patriotism which 
makes most of us ready to die for some- 
body else’s profits, provided those 
profits are outside of our own country. 
No, that is an exaggeration, and only 
capitalists can be permitted to exag- 
gerate. What I mean is this: A 
patriotism that makes most of us will- 
ing to have somebody else die, especially 
if he is in the Marine Corps, where they 
enlist for the purpose of seeing one 
world, and may see two as a sort of 
good measure. 

Capital is mighty enough to protect 


itself without marines. I was pleased 
to hear Dr. Cumberland say that he 
thought in the future we should not 
need to use the marines quite so much. 
That was good news, and I hope true 
news. But in order to make it true, 
I would stand for the principle that 
there should be no public collection by 
force of arms of private debts, even in 
marine sized countries, and even if the 
debtor nation had been a little careless 
here and there. When I think of all 
the carelessness that there has been 
about debts in America, and all the 
shearing that has been done in Amer- 
ica without calling out the police, 
I cannot see why so different a code 
should apply abroad. I should like 
to make it quite emphatic that an 
American economic program looking 
to world peace is a program that for- 
bids not merely imprisonment for debt 
but execution for debt, even in Haiti. 
This is, I think, one plank of some 


importance. 
INTERNATIONAL MACHINERY 


The next thing that seems to me in 
order is that there must be a great deal 
more imagination than we now have, 
and better international machinery for 
strengthening international relations. 
Dr. Cumberland hinted at the possi- 
bility of services in education and other 
fields in Latin America, which may be 
works of godliness which are prof table 
not only for the next life, but for that 
which is right now. I believe that is 
true, and I think there is more to be 
done along that line than we have 
believed. In order to carry out that 
idea, however, we shall have to come 
into a far wider international codépera- 
tion than we now have. I cannot con- 
ceive how we are going to do any of the 
things that I have been suggesting to 
you so long as our attitude is that 
curious combination of unreal isola- 
tion and self-righteousness, of smug 
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consciousness of moral desires and 
grave suspicion of others’ immoral 
desires. 

We are so far from isolated that we 
are rapidly acquiring a great part of 
whatever property there is in the world 
that is worth acquiring. This “we” 
is in a sense a courtesy I donot 
assume that you all have this prop- 
erty. I mean we Americans, some of 
us vicariously, you might say, are 
doing this thing. Now, these stocks 
and bonds are a great deal harder to 
tear up than most treaties; you know 
that. Therefore, we are anything but 
isolated. But being practically tied 
up with the world, we wrap around 
ourselves the cloak of tradition and 
self-righteousness, possibly also the 
mantle of suspicion of those clever 
Europeans who are always “doing” us, 
and say, “We have got to go our own 
way, we just cannot trust even so much 
as a World Court.” The people of 
Illinois, by the application of $225,000 
where it would do the most good, are 
said to have decided in a senatorial 
primary that we must not trust a world 
court. It does not seem to me that it 
is a wise economic policy that thus goes 
in for a sort of international anarchy, 
however well-intentioned some of its 
advocates may be. 


PARTICIPATION IN LEAGUE OF NATIONS 


You will not accuse me or any Amer- 
ican Socialist of undue love for the 
League of Nations. Iam frankly very 
happy that, in my judgment, our non- 
participation in the League of 1919 and 
1920 kept it from being the kind of 
League that Clemenceau apparently 
desired, that is to say, a greater holy 
alliance. But I do not see at the 
present time that wishing will give us a 
better League, and I do think that there 
are practical ways and conditions by 
which we might get a better means of 
international codperation through that 


ANNALS OF THE AMERICAN ACADEMY 


same League, depending partly on the 
character of our own Government. 

I am speaking of no panacea when I 
speak of the League, but it is quite 
fantastic to recognize the prohibitive 
danger of war and yet refuse to co- 
operate in the use of existing inter- 
national machinery, thereby somewhat 
abating the unquestionable fear and 
suspicion, just or unjust, that other 
nations feel towards us. That is, an 
American economic program cannot 
ignore the World Court and the League 
of Nations as much as they have been 
ignored, if it is to be a program for 
peace. 

Raw MarTerIALs 


This leads me to a still further point 
in my program. I do not think that 
there is any way to deal with two im- 
portant matters except internationally. 
One of those matters is communica- 
tions. The other is raw materials. 
This is hard doctrine for us Americans. 
We are quite sure that what we have is 
ours by divine right and that what 
other people have, we ought to have if 
we need it. We do not put it that 
way, but something of that sort is in 
our minds. We do not like to think 
that we shall have to work out any such 
allocation of raw materials as the 
Allied countries sought with some 
success during the world war, when it 
was a matter of defeating the Central 
Powers. We have gone backward 
from the time when Theodore Roose- 
velt, near the end of his second ad- 
ministration, proposed an international 
conference on natural resources and 
raw materials. It is still a valid idea, 
which cannot be escaped or evaded. 
There are not enough natural resources, 
nor are they evenly enough distributed 
to trust to any process of drift or to the 
competition of the profit makers in 
nations of various sizes to manage 
these affairs. 


Not Reapy ror PRoGRAM 


These planks on tariff, investments, 
imperialism, communications, and con- 
trol of raw materials, would make quite 
an economic program if we put them 
into effect, and I suppose that will 


have to be done gradually. This is all 
the more reason for setting forth the 

rogram and for beginning to think 
about it. I do not believe that I am 
under any illusions about the divine 
nature of political democracy. I have 
reason not to be. At the same time, 
I do not think a great many critics of 
democracy are fair. They blame peo- 
ple bewildered with the burden and 
heat of everyday life, they blame folk 
often desperate because of the inse- 
curity of this machine age, which, with 
all its potentialities of prosperity, 
brings to some men and women bitter 
doom. They blame men and women 
like these because they do not always 
see the wise thing, although even the 
leaders dare not say the wise thing, lest 
it be premature to say it. 

We talk about parity between powers 
that have already agreed not to fight— 
an impossible type of parity, not to be 
worked out by any metaphysics. But 
we think it is unwise to mention the 
parity of zero, that is to say, we think 
it unwise to ask plainly why nations 
which have signed a pact of peace 
should not dare to disarm those navies 
which can only be used one against the 
other. We think it unwise to say 
“free trade” under any modifications 
that may be necessary, and to revive 
the idealism which undoubtedly was 
at least one factor in an earlier eco- 
nomics of free trade. Instead, we 
talk about protection and try to shift 
it around a little way toward free trade. 
And most of us in America are quite 
afraid to say “international socialism” 
as a basis for true peace. 
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I am pleading therefore in conclu- 
sion, as I have tried to do in the whole 
of my talk, for two things. The first 
is a resolute effort on our own part and 
on the part of all those who are in any 
position of leadership, educational or 
otherwise, to make men and women 
aware of the one thing that is likely to 
save our generation and the next, and 
that one thing is the necessity of 
thinking in world terms of the manage- 
ment of the billion wild horses of 
machinery in an age of specialization. 
The second thing is to work out on that 
basis, as wisely as we can: (1) tariffs, 
directed toward greater freedom of 
trade; (2) the control of our economic 
life at home directed toward the in- 
crease of the power of the consuming 
masses, which will ease some of this 
bitter drive for economic imperialism; 
(3) a notion of international relations 
which bans military force as a collecting 
agency and increases elements of inter- 
national coéperation. This requires 
international machinery, and it will 
ultimately require some sort of allo- 
cation or management of natural 
resources and raw materials. 

It is a big program. Some of the 
things we desire may be the conse- 
quences rather than the causes of this 
different world which we want. But 
I do not see much likelihood of peace 
or happiness or of any real freedom or 
fellowship among us until we face this 
big program of an American economic 
plan which is not for Americans only 
but which recognizes that the safety 
and the happiness of our children, if 
not of ourselves, depends upon our 
learning to manage the powers we have, 
not for the profit of the few or the 
aggrandizement of strong nations, but 
for the many whose toil keeps life 


going. 


Tue Basis or INTERNATIONAL COOPERATION 
4 
ii, 
| 
t 
| = 


HERE is a “world economy.” 

Professor Elemér Hantos, of the 
University of Budapest, defines it as 
follows: “The sum total of national 
economic activities, each depending 
upon the others and each having need 
of the others.” That this world 
economy is a reality, founded upon 
interdependence of peoples and inter- 
national economic solidarity, no one 
can doubt. The simultaneous ap- 
pearance of crises in the economic life 
of different nations testifies to it in 
a clear manner. The American crisis 
of late 1929 in particular, the profound 
causes of which should be looked for in 
an excess of riches which the national 
economy of the United States was 
incapable of supporting, is manifest 
proof that no country, no matter how 
vast or prosperous, can shut itself 
inside its four walls and isolate itself 
from other parts of the globe. 


ORGANIZATION OF INTERNATIONAL 
Economy 


It does not suffice merely to point out 
the existence of this world economy. 
It is necessary to attempt its organiza- 
tion according to natural laws which 
have governed within each state the 
organization of national economies 
through the collaboration of the citi- 
zens of the nation in private enterprises 
and public services. This organization 
of the international economy is neces- 
sary, for it is certainly the essential 
basis of world peace. This has been 
clearly noted by the World Economic 
Conference, meeting at Geneva in 
1927, when it wrote in the preamble 
to its General Resolutions that: “The 
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maintenance of the peace of the world 
depends in large part on the principles 
according to which the economic pol- 
icies of nations are conceived and 
applied.” 

According to what principles have 
the politics of the various states of the 
world been conceived and applied? 
An important publication of the League 
of Nations, The Memorandum of Inter- 
national Commerce and Balancing of 
Payments, permits us to secure an 
approximate idea by noting the sta- 
tistical effects of the foreign commerce 
of the sixty-four countries. I have no 
intention to analyze this work here. 
It is important, however, to note the 
lesson which can be drawn from it, 
namely, that the very great differences 
in the conditions of labor and of pro- 
duction in the different countries, 
serving as pretext for protectionist 
tendencies, have created and main- 
tained a system of competition which 
places an obstacle in the way of the 
free circulation of goods and hinders 
the realization of a perfect equilib- 
rium between production and con- 
sumption. 

For this system of competition, 
which has given birth to a race for high 
tariffs just as dangerous as the race for 
armaments, it is necessary to substitute 
a system of coéperation which permits, 
in the first place, giving to the circula- 
tion of merchandise in the world the 
most rational and just foundations. 
The League of Nations has understood 
that this task was principally its own, 
and that is why the League multiplies 
the initiative efforts which aim to 
establish economic peace among peo- 
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‘result of the war, of which one can 


ples. One of these placed under its 
auspices is a project of the Minister 
of Foreign Affairs of France, Mr. 
Briand, for the realization of a political 
and economic Locarno in which all 
Europe is called to participate. 


Economic IMPERIALISM OF THE UNITED 
STATES 


Practical or not, the project of Mr. 
Briand is a serious effort towards an 
organization of an international eco- 
nomic policy, undertaken in one of 
the most divided parts of the world— 
a part whose very lack of unity con- 
stitutes its principal weakness. No 
matter how careful the author of this 
grandiose attempt is to affirm that the 
European union about which he dreams 
is not directed against any one, one 
cannot fail to see that the aim in view 
is to free Europe from the economic 
and financial imperialism of the United 
States of America. 

Does this imperialism exist? There 
is no doubt about it. No matter what 
name one gives to the economic and 
financial power of the United States, 
one has to admit that it today controls 
the affairs of the world. And Mr. 
Hiram Motherwell has reason for 
naming his new book The Imperial 
Dollar, for in it he describes this 
preponderant situation of the United 
States in the world economy. 

The United States owes this eco- 
nomic and financial power to the 
marvelous resources of her soil and her 
subsoil, and also to the admirable 
energy of a people which has known 
how to carry human effort to its 
maximum in transforming these natu- 
ral resources into innumerable and 
varied riches. 

The merit of the Americans is, 
therefore, not at all lowered by the 
recognition of the fact that their 
present prosperity is in large part the 
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say that they were the true profiteers 
without giving to that name any 
uncomplimentary meaning. 


UnitTep States Prosperity H AS 
DANGERS 


But such a prosperity has its ee | 
and the crisis at the end of 1929 would 
seem to be a serious warning to the 
United States. 

In his message to Congress of 
December third, 1929, President 
Hoover attributed the panic on the 
stock market to “an excessive optimism 
expressing itself in a wave of frantic 
speculation.” It is perhaps necessary 
to go even farther and to see in the 
stock market crash of last year a 
consequence of the situation created 
in the United States by the inflation of 
credit and overproduction in the 
presence of an internal consumption 
which seems to have reached its 
saturation point. The economic and 
financial policies applied in the United 
States have led to an accumulation of 
enormous capital, the total of which 
cannot be used in the country itself, 
and to a massive production, superior 
to the needs of national consumption, 
which, due to the fear of unemploy- 
ment, is not permitted to slow down. 
From this comes the absolute necessity 
for the United States to find outlets for 
her surplus capital and production. 
Mr. Owen D. Young has said with 


reason: 


Isolation, whether political or economic, 
is impossible for America. To make cer- 
tain of the advantages of an economic 
equilibrium we must go beyond our 
frontiers. We may sign eloquent declara- 
tions of peace but if we follow a narrow 
economic policy we shall find in countries 
less fortunate than ours an increasing 
resistance to that disarmament in which we 
seek an assurance against war. 


An eminent French jurist, Mr. 
Joseph Barthélemy, summarizes in 
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these terms the economic system of the 
United States: 


First, the United States will not buy from 
abroad. Second, she will sell to foreign 
countries. In order to hinder buying 
abroad, she closes her frontiers by tariff 
barriers as high as it is possible to imagine. 
In order to sell, she tries to hinder other 
nations from closing their frontiers. To 
obtain this result she disposes of an efficient 
means of pressure. She has accumulated 
in her coffers the greatest part of the 
gold of the world. She is willing to dis- 
pense some of it, but against interest and 
particularly on conditions. On nations 
affected by an attack of sacra fames she 
imposes notably the condition of a free 
introduction of her manufactured products. 


One therefore easily understands 
why Europe, menaced particularly in 
her economic life by North American 
expansion and by the more and more 
accentuated industrialization of her 
dominions, seeks to resist American 
influence by reconstituting her forces 
according to a plan of continental 
economic unity—the formula for which 
she is eagerly seeking. Should Europe 
succeed in her design, it would certainly 
mean the restriction of imports from 
North America. Besides, the growth 
of productive activity in Europe since 
the end of the war does not permit 
a hope that the United States can 
indefinitely enlarge her outlets in 
European countries. 


TRADE or Latin 
AMERICA 


The great hope of the United States 
must then turn toward Latin America. 
Here, the possibilities are infinite: a 
territory of eight million square miles— 
twice that of Europe; a rapidly growing 
population of eighty-five million: 
twenty-one young, ardent, peaceful 
republics inspired by liberty and 
progress, and aspiring to wealth and 


well-being. 


THe ANNALS OF THE AMERICAN ACADEMY 


What are the present economic 
relations of the United States with 
Latin America? What politics should 
she adopt toward the latter in order 
that these relations be increasingly 
developed and fortified in the future? 

In an excellent publication by the 
World Peace Foundation, Investments 
of United States Capital in Latin 
America, Dr. Max Winkler has shown 
the importance of these relations up to 
1928. From his article we take the 
following totals: In 1918 the total 
foreign commerce of the Latin Ameri- 
can republics was valued at $3,000,584; 
in 1927, $5,139,187. That is an in- 
crease of 71.28 per cent. The part of 
the United States in these totals was: 
in 1913, $816,860; in 1927, $1,783,350, 
or an increase of 118.32 per cent. In 
1913, North American capital invested 
in Latin America approximated $1,242,- 
000,000; today it has passed the 
$5,000,000,000 mark. 

I myself have drawn from these 
totals a lesson which I had the honor 
to present in an address given in the 
presence of President Herbert Hoover, 
then Secretary of Commerce, May 
second, 1927, at Washington, at the 
inaugural session of the Third Pan- 
American Commercial Conference, the 
substance of which is here reproduced. 


RecrprocaL NEED OF THE AMERICAS 


Inter-American solidarity is not 
simply a verbal expression, but a 
concrete reality made up of a colossal 
mass of raw materials and resources of 
all sorts. 

Latin America needs the United 
States, as the United States needs Latin 
America. As a matter of fact, the 
United States takes from Latin America 
a large share of raw materials and 
agricultural products necessary for her 
industries. On the other hand, her 
industrial production, stimulated by 
the war, has already surpassed (by 
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fifteen per cent according to Winkler), 
and tends to surpass in increasing 
proportions, the needs of her internal 
consumption. The sole remedy for 
this dangerous overproduction is the 
extension of the American market. 
But the word extension should not be 
taken in the sense of territorial expan- 
sion. To extend the market is to 
secure a clientele of great purchasing 
power, the absorptive power of which 
will increase in proportion to industrial 
production. It is clearly to the inter- 
est of the United States, then, to 
) increase the purchasing power of her 
Latin American clientele, provider of 
her raw materials, and consumer of her 
manufactured products. 

How can the purchasing power of 
Latin America be increased? By de- 
veloping her productive power. From 
where can she get the necessary capital 
for this development or production, 
that is, the exploitation of her enormous 
natural resources? From the United 
States, who, from having been a debtor 
before the war, has today become a 
creditor and the biggest lender in the 
world. 

Here arises a most delicate question 
—one which affects the whole future 
of inter-American relations. 


CONFIDENCE NECESSARY 


Credit, in the etymological sense 
of the word, is synonymous with 
confidence. To lend money to some 
one is to have faith in his honesty, in 
his solvency, or in the value of the real 
guarantees which he can offer. But 
the borrower should also have confi- 
dence in his creditor; confidence that 
his creditor has no concealed thought 
of conquest, of violent seizure of his 
goods, his liberty, or his _ rights; 
confidence that the money offered to 
him is not a limed trap where he risks 
losing all his feathers and even his 
life. 


We must admit that this ‘iii 
is lacking from both sides. The North 
American lenders, those who do not 
look for other than economic advan- 
tages, are afraid to place their money 
in uncertain enterprises or in under- 
takings which do not have for their 
aim substantial increase of profits. 
The Latin American borrowers on 
their side, in a sort of fugitive vision, 
see behind each Yankee capitalist 
regiments of marines marching or the 
formidable silhouettes of American 
superdreadnoughts. 

It is this reciprocal fear which it is 
necessary to dissipate by political 
action composed of frankness and 
loyalty, as well as by close codperation 
between business men of all American 
countries. The Pan-American Confer- 
ences, the conferences of the great 
international associations established 
in the United States, conferences such 
as those which have just been held at 
Philadelphia by the American Academy 
of Political and Social Science, unite 
in an atmosphere of cordiality and of 
good will those who are most interested 
in seeing confidence and peace estab- 
lished between the nations of the 
Americas. These conferences can, 
therefore, suggest the best measures 
for giving to American continental 
economic policy a solid moral and 
political basis—the strict application of 
the principle of legal equality of the 
twenty-one sovereign states of America, 
and of absolute respect for their 
independence. 


PRESIDENT Hoover’s WisE VIEW © 


The question of capital placements 
abroad is one of the most delicate to 
answer, because it is from financial 
breaks that interventions, armed or 
diplomatic, result. 

The politics which it would be 
necessary to follow in this regard has 
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Hoover in his address at the Third 
Pan-American Commercial Conference: 


No nation, as a government, should 
borrow, and no government lend, and na- 
tions should discourage their citizens from 
borrowing and lending unless this money 
is to be devoted to productive enterprise. 
Out of the wealth, and higher standards 
of living created from enterprise itself must 
come the ability to repay the capital, 
together with the net gain to the borrowing 
country. Any other course of action 
creates obligations impossible of repayment 
except by a direct subtraction from the 
standard of living of the borrowing country 
and the impoverishment of her people. 
In fact, if this principle could be accepted 
between nations of the world, that is, if 
nations would do away with the lending of 
money for the balancing of budgets for 
purposes of military equipment or war 
purposes, or even that type of public works 
which do not bring some direct or indirect 
productive return, a great number of 
blessings would follow to the entire world. 
There could be no question as to ability to 
repay. With this increasing security capi- 
tal would become steadily cheaper, the 
dangers to national and individual inde- 
pendence in attempts of the lender to 
collect his defaulted debts would be 
avoided, there would be definite increase in 
the standard of living and the comfort and 
prosperity of the borrower. There could 
be no greater step taken in the prevention 
of war itself. . . 


It is highly desirable that these wise 
suggestions take the positive form of 
an international treaty. 

On the occasion of the anniversary 
of the Armistice, November eleventh, 
1929, President Hoover gave an ad- 
dress of rare merit on the liberty of the 
seas and on peace. He said that “fear 
is the most dangerous of national 
emotions.” Now, fear of the United 
States is found in Latin America, and 
this dangerous fear will continue to 


1 Third Pan-American Commercial Conference 


Proceedings, pp. 43 seq. 
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exist as long as the policy of the 
United States toward Latin America 
has not been formulated in such a 
manner that there is no place left for 
an abusive interpretation or applica- 
tion. 


INTERPRETATIONS OF THE MONROE 
DoctTRINE 


The Monroe Doctrine, announced in 
the beginning for the protection of the 
American continent against European 
covetousness, has received in the 
course of time interpretations which 
have made it a menace for those it 
pretends to defend. Claimed by the 
Government of the United States to be 
an instrument of national and exclusive 
polities, it has become, according to the 
expression of Dr. E. J. Dillon, “‘a blank 
check on which any sum may be 
written by the State Department in 
Washington.” * According to Roose- 
velt’s interpretation it gives the United 
States a continual police power, which 
international law has never granted 
to any state over other sovereign 
states. 

Recently, Mr. J. Reuben Clark has 
given to this Doctrine an original 
interpretation and it is generally 
believed that it conforms to the present 
views of the Department of State and 
to the personal sentiment of President 
Hoover and Mr. Stimson. But for 
how long? It is necessary to put an 
end to this uncertainty if the lost 
confidence is to be reéstablished. 

And this uncertainty cannot be cut 
short and the confidence reéstablished 
among American nations unless a 
formula of nonintervention is adopted 
which leaves no place for any mis- 
understanding, and becomes a positive 
rule of international American law. 
It is to be regretted that the formula 
adopted by the Conference of American 
Jurists at Rio de Janeiro, April 1927, 


2 “ Mexico on the Verge,’ London, p. 176. 
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was abandoned by the later Pan- 
American Conference at Havana.* 


“AcTIONS SPEAK LOUDER THAN 
Worps” 


The most beautiful declarations 
have no value in the face of facts. 
As long as the military occupation of 
the Republic of Haiti lasts, unjustified 
as it is at law, and based on a treaty 
imposed by force on the Haitian people, 
fear and lack of confidence will con- 
tinue to exist among American nations. 
We have already seen that this fear 
and lack of confidence constitute a 
barrier to business and a menace to 
peace. Mr. Victor M. Cutter said, 
at the Third Pan-American Commer- 
cial Conference, “‘We business men 
know that from an economic point of 
view imperialism is a failure.” The 
example of Haiti is an eloquent proof in 
point.‘ 

In completing his labor of liberating 
Haiti, President Hoover will more 
efficiently work in the interest of a good 
inter-American understanding than 
could the most beautiful assurances of 
international loyalty. 

If we wish to strengthen the bonds 
which unite the members of the Pan- 
American group, it cannot be done by 
making this group appear as a big war 

* See La codification du droit des gens, by Abel 
Nicolas Leger, Port-au-Prince, 1929. 

*See the Report by Mr. Raymond Leslie 
Buell to the Foreign Policy Association, Decem- 
ber, 1929, and the articles by James W. Garner 


and Helena Hill Weed in The World Tomorrow, 
May, 1930. 
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machine directed against legitimate 
political or economic interest groups 
which might be formed in other quar- 
ters of the world. It suffices to cast 
a glance at the tables of foreign com- 
merce of American countries to be 
convinced of the narrow solidarity 
which binds us, for instance, to Europe, 
the economic restoration of which is a 
necessary condition for the stability of 


our own affairs. i. 


ProsPERITyY FOR ALL THROUGH 


Co6PERATION 


That is why, at the meeting of May 
fourth, 1927, of the Third Pan-Ameri- 
can Commercial Conference, I had the 
honor to offer the following resolution, 
which was unanimously adopted: 


Recognizing the economic solidarity of 
all the nations of the world, the Third 
Pan-American Commercial Conference begs 
to present to the World Economic Confer- 
ence, just assembled at Geneva under the 
auspices of the League of Nations, its 
warmest wishes apd to express the hope 
that the labors of the Conference will bring 
about happy results for the reconstruction 
of Europe and for the amelioration of condi- 
tions of living in all the nations of the world. 


This resolution is the best ending I 
could give to the present article. We 
want peace and happiness for all, 
assured by the codperation of all— 
codperation among the citizens of the 
same nation, codperation among 
the social classes, cojperation among 
the peoples, codperation among the 
races. 


ECONOMIC TENDENCIES AFFECTING THE 
PEACE OF THE WORLD.’ q 


©The following memoranda have been prepared at the request of the Economic Committee — 
of the League of Nations. Further consideration is being given to the questions they raise and 
other opinions have been sought. These memoranda carry therefore the personal authority of 
two distinguished economists who have drawn them up, but must not be taken to represent the 
policy or opinion of any organ of the League of Nations. The responsibility of the Economie 
Committee is that of having invited these two economists to prepare these initial memoranda,” 
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I. 
JOINT MEMORANDUM BY PROFESSORS J. BONN AND 
ANDRE SIEGFRIED. 


E are submitting to you the two We understand that the ultimate 

memoranda which you have aim of the work to which we are asked 
asked us to draw up. As you are well to contribute is to secure agreement 
aware, we were forced to write them upon and acceptance of a series of 
against time. Neither in form nor in principles which should guide Govern- 
substance are they anything but pro- ments and economic groups in the 
visional. For the same reason we have action they take affecting the economic 
been unable to communicate with each interests of other countries, and there- 
other during their composition, but fore international relations. 


we are glad to find that we have arrived Our help has been sought because it 
at practically the same conclusions by _ is believed that, before discussion can 
more or less different routes. usefully proceed between the repre- 


We have been considering whether sentatives of Governments, preliminary 
it might be useful to merge them intoa research and study, unofficial and 
single document, but we think that public discussion and the gradual build- 
nothing would be gained by so doing. ing up of a body of informed and 
Indeed, the very fact that two writers interested public opinion are desirable. 
approaching the subject independently At an early stage in this task, the 
should have arrived at conclusions so. work of economists, economic _his- 
largely identical in substance, however torians and others is necessary; and as 
different in form, seems to us in itself a help towards their encouragement 
an argument for separate presentation. and guidance the active interest of 

1These memoranda have been reproduced in universities, centres of teaching = d 
exactly the form in which they were originally learning of every kind, and all in- 
— —Eprror. stitutions which organise and direct 
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informed discussion of matters affect- 
ing international relations should be 
enlisted. 

We have been informed that, with 
this object in view, the League is 
contemplating a communication ad- 
dressed to such institutions and to the 
public and we have been asked to make 
suggestions which might serve to make 
such a communication more useful and 
effective. 

In responding to this request, we 
desire to make a few preliminary ob- 
servations. 

We are suggesting below a certain 
number of topics the study and dis- 
cussion of which might, in our opinion, 
be useful. In doing so, we have 
purposely included not only questions 
which have in the past obviously led 
to war and may therefore do so again, 
but also some which are never likely 
by themselves and unaccompanied by 
other causes to have such a result, 
since, by creating international friction, 
they contribute in greater or lesser 
degree to the general atmosphere of 
unrest in which the danger of any 
particular dispute leading to war re- 
sides. 

In other words, we wish it to be 
understood that, in mentioning a 
particular topic, we are thinking of it 
as one likely to have a substantial 
effect upon international relations and 
goodwill rather than as a likely cause 
of actual war. 

We propose, as we say, to suggest 
topics for study and discussion, and, 
to some extent, possible alternative 
points of view. But we do not propose 
to express opinions ourselves as to 
which of such points of view we con- 
sider the best. We do not wish to 
anticipate the results of the very study 
and discussion we desire to stimulate. 

The volume of publications dealing 
with the problems in question is already 


to. their intrinsic importance. We 
hope that it will rapidly grow. But 
we do not wish for a mere increase in 
such literature, however useful this 
might be to the student of economics. 
The further study to which we look 
forward will, we hope, be more and 
more concentrated upon the political 
aspect of economic facts and Govern- 
ment or group action bearing on 
economics. 

In undertaking our task, we have 
been compelled, very tentatively, to 
make use of a rough classification. 
But we realise that it is necessarily 
arbitrary, provisional and incomplete. 
Indeed, we hope that study and dis- 
cussion will be on the widest basis and 
as varied as possible in character and 
method. This is a case in which 
duplication and overlapping of work 
are not only inevitable but desirable. 
The problem must be approached from 
many points of view and by many 
methods. Our immediate object is to 
interest and inform public opinion. 
This ought to lead in its turn to a 
systematic presentation of facts from 
which one or more scientific doctrines 
may be evolved. Ultimately, as we 
hope, these doctrines may find ex- 
pression in practical policies. 

We have had the opportunity of con- 
ferring together and, after a careful 
comparison of our two memoranda, 
we are suggesting the following topics 
for further enquiry. The list must not 
be regarded as exhaustive, but simply 
as an indication of the direction in 
which we venture to believe that 
additional research and study would 
be most likely to lead to constructive 
results. 


Suggested Topics for Further Enquiry. 
I. or PopuLation. 


What would seem to be required is 
not so much a new study of population 
on th 
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further consideration of the political 
consequences of population movements 
and population policies. 

Particular attention is drawn to the 
following subjects: 

What constitutes local (national) 
pressure of population? Do such cases 
exist in the world and, if so, where? 
What is their effect upon international 
relations? Are there cases in which 
political friction is due less to actual 
pressure of population than to the 
apprehension of such pressure? 

Do countries which are sparsely 
populated in relation to their natural 
resources constitute a problem: 


(a) On account of the relative 
weakness of their population for 
a = economic and political purposes; 

~ (6) On account of the desire of 
to enter; 
(ec) On account of the attitude of 
their Government or their public 
opinion towards such immigration, 
with a view to preserving national 
social homogeneity? 


ahd 


Is it right for a country to exclude 
immigration conditionally on its ob- 
ligation (and the means of carrying it 
out) to develop its own natural re- 
sources with its own man-power? 
What is going to happen when and if 
this man-power is insufficient or the 
area available is unsuitable for the 
governing race (but not for otherraces)? 
Is there an obligation on any country 
to promote the development of its 
natural resources? 

Does pressure of population confer a 
natural right to expansion either: 


(a) By the acquisition of fresh 
territory, or 
(6) By emigration into territory 
where immigrants are 
subject to foreign rule 
i either: 
(1) abandoning their sepa- 
rate nationality, or 


Tue ANNALS OF THE AMERICAN ACADEMY 


pith (2) maintaining it as dis- 
baay tinct sectional groups? 

To what extent do increased facilities 
for foreign trade obviate the necessity 
for emigration and the friction arising 
out of it? 

Does such a shifting of economic 
pressure tend to abolish or diminish or 
merely to shift the friction? 

To what extent, if any, does pressure 
of population constitute an obligation 
on the Government to discourage its 
growth? 

To what extent is friction caused by 
the policy of emigrating countries in 
withholding or diverting their emi- 
grants, especially temporary emigrants? 

To what extent is the problem aggra- 
vated by discrimination or supposed 
discrimination between emigrants be- 
longing to different countries, races, or 
creeds? 

What lessons can be drawn from 
existing bilateral migration agreements 
between States? 


II. Raw MATERIALS. 


In what cases does friction arise from 
the existence of: (a) monopolies re- 
sulting from natural conditions; () of 
monopolies resulting from the exercise 
of control: (1) by Governments, or 
(2) by private agencies (with the 
approval or against the wishes of the 
Governments concerned) ? 

In what cases do restrictions or dis- 
criminations lead to friction? In what 
proportion do they stand towards the 
cases in which trade is carried on with- 
out restrictions or discriminations? 
(It might be useful to enquire into the 
political consequences which have 
arisen out of the control, with or with- 
out discrimination, of certain impor- 
tant commodities, e.g., oil, rubber, 
potash, coffee, electric power and 
others.) 

Is there a tendency towards the 
increase of such forms of control of 
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natural resources (with or without 
discrimination) ? 

What international measures have 
been adopted to prevent the control of 
natural resources? And what have 
been the political results of such 
measures? (It is suggested that en- 
quiry should be made into the problem 
of discrimination, distinguishing be- 
tween: (1) discrimination in favour 
of the State controlling the resources 
and (2) discrimination between differ- 
ent foreign users. A study of the 
history and practice of open-door 
agreements and colonial mandates, as 
well as of the Conventional Basin of 
the Congo, might yield fruitful results. 
A description of methods of evasion 
resorted to might be included.) 

Is the control of natural resources by 
export duties or prohibitions to be dis- 
tinguished from other forms of pro- 
tection? Are there any reasons why 
the political friction arising from the 
former type of protection appears to 
be much greater? 

Can Governments be expected not to 
exercise their right to take action 
affecting the output, price or distri- 
bution of raw materials of general 
world importance except after agree- 
ment—or at least consultation—with 
consuming countries? If so, under 
what conditions? (It might be worth 
while to try and formulate what may 
or may not be considered a fair or 
reasonable action in this field.) 


III. Loans. 
_ The following subjects are suggested 


for enquiry: 

The condition and terms of private 
loans to Governments which have led 
to political developments, e¢.g., the 
loans to China and Egypt, the French 
loans to Russia, the German loans to 
Turkey and Bulgaria, and certain 
loans to Latin-American Governments. 

It might be enquired whether or not 
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such loans involve twofold political 
consequences: 


(a) The political dependence of 
the debtor country upon the creditor; 

(6) A necessity for the creditor 
country to back up the policy of the 
debtor country. 


Some further questions arising out of 
this subject might be considered: ¢.g., 
What has been the effect upon the rights 
of third parties, of the policy of securing 
economic control upon a State by 
means of loans to that State? Is it 
sufficient that these should be safe- 
guarded by international agreements 
due to jealousy (as in the case of 
China), or is it practicable to work out 
a constructive international loan policy 
safeguarding the interests of all parties? 

Is it desirable and practicable to lay 
it down as a general principle that, 
where no Government approval has 
been sought and obtained at the time 
that a loan is issued, no case arises for 
Government intervention on the part 
of the creditor country? 

Problems arising out of the possible 
failure of Governments to meet their 
obligations might be enquired into 
from the following points of view: 

In cases where a Government ceases 
payment, is it possible to devise an 
agency capable of distinguishing be- 
tween bona-fide incapacity to pay and 
fraudulent repudiation? Is it possible 
to evolve a mechanism capable of ad- 
justing quasi-automatically differences 
between debtors and creditors arising 
from incapacity to pay? Can the 
Drago doctrine be further developed 
and expanded to fit conditions all over 
the world? 

In regard to private loans, we suggest 
enquiry on the following lines: 

Can loans made to private corpora- 
tions of substantial size, and wielding 
political influence, be considered as 
purely private commercial transactions, 
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with no bearing on politics? If not, is it 
possible to evolve methods for pre- 
venting political friction either between 
the creditor and the debtor or between 
them and third parties? Attention 
might be paid to the fact that an enter- 
prise of this type engaged in business 
in a foreign country does not necessarily 
follow a policy identical with that of its 
Government. 
Consideration might further be given 
to the risk incurred by foreign capita! 
dué to the fear of foreign contro! of 
important industries. This may in 
some countries affect the impartiality 
of tribunals and has in other countries 
actually led to ad hoc legislation and 
_ discriminating action against foreign 
shareholders in individual businesses. 
he term “loan” in this connection 
is used to signify all forms of capital 
_ participation by the subjects of one 
_ country in the business enterprises of 
another. 
The considerable increase in al! 
forms of capital investments in foreign 
ss countries suggests some further ques- 
tions: 
eee Is it possible to develop further the 
work already done by the Economic 
Committee in the draft Convention on 
the Treatment of Foreigners, with the 
ultimate object of evolving a code of 
international economic hospitality? 


IV. TRANSPORTATION. 


a: The following subjects are suggested 
enquiry: 
ais The economic life of countries de- 
pending for their regular supplies and 
their regular sales on other countries 
separated from them by interposing 
territory is liable to be endangered by 
the action taken by intervening coun- 
tries. Do any means exist for obviat- 
ing such a danger? Is there a possi- 
bility of determining what is fair and 
_ unfair to the various parties concerned? 
The same enquiry may be applied in 
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cases where the line of communication 
passes through a strait or a canal under 
the control of one or more outside 
Powers. 

Is it possible to guarantee uninter- 
rupted intercourse in such cases? 

Can it be determined what is fair to 
the country or countries controlling the 
highway and to the country or coun- 
tries dependent upon its use? 

Is the controlling country justified in 
claiming a privileged commercial or 
military position? 

Is it reasonable to hope that the 
countries concerned will be prepared 
to give up their military control when 
adequate international guarantees of 
security have been provided? 

Is it possible to devise a mechanism 
other than military occupation by the 
Power in control which would at once 
provide security to those in control of 
the waterway and to those entitled to 
its normal use? 

It may be observed at this point 
that this problem is closely connected 
with the larger problem commonly 
termed the “freedom of the seas”. 
In the discussions on this issue, the 
same opposition may be noted between 
the interests of those in possession of 
naval power and those who desire to 
enjoy uninterrupted use of the highway 
of the seas. 

Attention should also be directed to 
discrimination in respect of harbour 
facilities and shipping matters in 
general, as also to problems of railway 
control and the political friction to 
which it may give rise. 

In the same way, enquiry might be 
directed to friction arising out of the 
control exercised by individual coun- 
tries or groups of countries over cables, 
wireless, broadcasting and aviation. 


V. Commerctat Pouicy. 


This is a field upon which the Eco- 
nomic Committee has been at work for 
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many years past. There is no need to 
cover the same ground afresh. A few 
observations bearing on the political 
side of this subject may, however, not 
be out of place. 

Political power, including military 
power, is to-day so closely intertwined 
with economic power that economic 
problems can no longer be considered 
as mere matters of business. 

In proportion as modern States take 
over business enterprises, this con- 
nection cannot fail to become closer. 
A study of this changed relationship 
between economic and political power 
is deserving of attention, particularly 
in regard to the friction which it may 
engender. 

A study of dumping from this point 


‘The fundamental cause for economic 
frictions leading to war is the unequal 
distribution of the world’s economic 
opportunities. I deliberately prefer 
the word opportunity to resources. 

The different sovereign States com- 
posing the political universe are unequal 
in size, population—quantitatively and 
qualitatively—and opportunities. The 
outcome has been great differences in 
wealth and power, with the ensuing 
result of fear and envy. As wealth 
often enough depends on power—man- 
power and its technical organisation— 
and as, on the other hand, power 
depends on wealth, there is a perma- 
nent interplay of these two factors of 
national inequality. 

A great part of the world’s history 
can be explained only by the desire of 
saturated States to maintain their 
privileged position in regard to power 
and wealth, and of non-saturated 


States to gain wealth to be more power- 
ful, or to get power to be more wealthy. 
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of view, based on the research set on 
foot by the World Economic Con- 
ference, might be of particular use. 
Another subject which may 
mentioned is the following: 
Identical measures of commercial 
policy have in certain cases produced 
strikingly different political results. 
Tariff measures applied between a 
mother-country and its colonies or 
between allied countries have, for 
instance, produced an effect on opinion 
wholly different from legislation affect- 
ing countries less intimately related: 
Is it possible to create an atmosphere 
which would prevent measures origi- 
nating mainly out of economic con- 
siderations from being attended by 
political friction? 


be 


This inequality has diferent 


forms. 

The facts affecting the actions and 
counteractions of States in their en- 
deavour to maintain or to change exist- 
ing economic conditions can be classi- 
fied under the following heads: 


I. Population Problems. 
II. Movements of Goods: 


A. Markets and Tariffs. 


B. Natural Resources. 


III. Transportation Problems. 
IV. Credit and Capital Problems. 


I. POPULATION PROBLEMS. 


There are two kinds of Government 
actions affecting population directly. 

A Government may withhold its 
population from countries desirous to 
receive them, or it may, so to speak, 
press them on countries unwilling to 
accept them. 

The policy of restricting emigration 
has been resorted to in the past in 


thinly populated countries, partly for 
economic reasons, but more often for 
military reasons, to prevent the frus- 


tration of conscription. As a method 
of economic pressure, it has been used 
occasionally to prevent the emigration 
of skilled workers who might act as 
teachers to comparatively backward 
populations. More frequently it has 
been used with the object either to 
paralyse or to threaten with paralysis 
certain foreign industries depending 
on immigrant—often seasonal immi- 
grant--labour. The question of sea- 
sonal immigrant labour and the danger 
of its being cut off at critical moments 
has played a part in German-Russian 
relations before the war. It has oc- 
casionally assumed great importance 
in the economic relations of British 
South Africa and the neighbouring 
countries—Portuguese South Africa 
being a recruiting ground for Portu- 
guese native workers, whilst the former 
German South-West Africa was a re- 
ceiving centre. 

As the right of any sovereign country 
to control the efflux of its population 
cannot be denied, the element of danger 
does not lie in the actual control, but 
in the motives, or supposed motives, 
guiding the controlling Government. 
Where a genuine interest in the well- 
being or decent treatment of the emi- 
grants in immigrant countries is be- 
yond doubt—as was the case when 
Germany prevented emigration to 
Brazil or when the Indian and Chinese 
Governments stood up for decent treat- 
ment and a decent political status of 
their coolies—detached observers may 
have no difficulty in acknowledging the 
fairness of their action, but the coun- 
tries affected by this embargo on emi- 
gration may take different lines. 

The situation is clearly different 
when the Government of a country is 
expelling part of its people by direct 
expulsion or by indirect economic pres- 


has been maintained, but has 


sure or by facilitating emigration. 
Though they may be acting within their 
constitutional rights as far as their own 
populations are concerned, they are 
creating an impossible international 
situation. As there are no neutral 
vacant lands available where expelled 
populations can go to without affecting 
the wellbeing, supposed or real, of 
existing populations, friction is bound 
to arise when other countries are not 
desirous of receiving the overflow. 
The attitude of the Arabs in Palestine 
towards the Jewish immigration may 
serve as an illustration. 

The question must be considered too 
from the immigrant country’s point of 
view. Occasionally, no doubt, an im- 
migrant country, eager for the inflow of 
men and women which guarantee its 
rapid development, feels deeply hurt at 
difficulties raised against emigration 
such as mentioned above. Whilst not 
denying a country’s sovereign right to 
allow or not allow emigration, it is often 
inclined to consider specific actions as 
measures taken deliberately to. slow 
down the pace of its development. It 
is apt to consider guarantees for the 
good treatment of emigrants, asked by 
such Governments, as mere pharisaical 
piffie. 

States naturally insist on their right 
as sovereign Powers to control the in- 
flux of foreign elements as to quantity 
as well as to quality, or supposed qual- 
ity. The discriminating element in 
modern immigration laws—whether 
this discrimination be advocated for 
economic, social, civic, racial or re- 
ligious reasons, or for the mixture of 
all these considerations, is often im- 
material—has probably caused more 
friction than a policy aiming at mere 
quantitative reductions. The desire 
for equal treatment, often guaranteed 
by treaties, has been hurt—not the 
least in cases where this formal equality 
been un- 
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dermined by a more or less cleverly 
invented “dodge” (such as taking 
down fifty words in any civilised lan- 
guage which may just be the language 
which the immigrant may be not ex- 
pected to know). 

Whilst it cannot be denied that 
every sovereign State must have the 
right to decide by its own legislation 
the nature and the pace of its own social 
development, the fact remains that the 
insistence on and use of this sovereign 
right do perpetuate and aggravate the 
state of differential social pressure 
which follows from the varied relation 
of population and natural resources 
existing to-day. There are scarcely 
any countries left which are willing to 
accept what might be termed virtually 
free immigration on a considerable 
scale. 

This being the case, the countries 
which cannot dispose of the surplus 
population accruing to them under 
an existing system of social and eco- 
nomic organisation by emigration must 
change that organisation. They are 
forced to do so under pressure of super- 
abundant populations penned up arti- 
ficially by the erection of barriers 
against immigration. They can do it 
by intensifying their system of agricul- 
ture and by creating an industry, the be- 
ginnings of which are often more or less 
artificial. But it can rarely be done 
without raising a tariff on agricultural 
import and without giving protection 
to nascent industries. The rise in the 
cost of living produced by agricultural 
protection and the creation of an arti- 
ficially protected home market for new 
industrial enterprises is offset by low 
standards of living and low wages. 
These low standards are bound to be 
used as additional arguments against 
the admission of immigrants from the 
countries affected, whilst the low wages 
enabling the country to export goods 
- manufactured under socially backward 
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conditions of work are likely to bring 
the exported commodities under the 
category of “social dumping”’. 

Generally speaking, the pace of in- 
dustrialisation is artificially forced and 
the demand for capital for investment 
in plants is artificially increased at a 
time when existing plants are not fully 
occupied. 

The friction started by migration 
problems is apt to be deflected and 
sometimes increased by transference 
to trade problems. 


II. MOVEMENTS OF GOODS 


A. MARKETs AND TARIFFs. 


The regular interplay between a ee 


ports and imports does not seem to 
affect international relations in a very 
unfavourable way, even where Govern- 
ment action in the shape of protec- 
tionist policies is continually trying to 
make trade change its channels. If the 
ever-increasing bulk of international 
trade is taken into account and the 
accompanying growing interdepend- 
ence of nations on each other, the util- 
ity of protectionism as a policy might 
well be doubted, notwithstanding the 
multiplication of the ever-increasing 
changes of Customs barriers. It ac- 
celerates changes, hastens industrialisa- 
tion, duplicates efforts, but does not 
change the main lines of the world’s 
economic development. 

The irritation caused by changes in 
export and import policies is in itself 
disturbing rather than dangerous. But 
occasionally its effects go beyond this 
rather slender pressure of the political 
atmosphere. 

A policy fostering exports is often 
popular enough in importing countries 
when their production is augmented or 
their well-being is increased by a gener- 
ous inflow of foodstuffs, raw materials, 
semi-manufactured and even manufac- 
tured goods. But when a policy of 
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fostering exports is based on bounties 
or premiums, direct or indirect, Gov- 
ernment or private, smacking of what 
is loosely called dumping, nations 
benefiting by the low prices due to 
dumping are rarely grateful for the 
opportunity provided to them of satis- 
fying their needs below cost prices. 
Not merely the inland competitor 
whose sales are diminished by imports 
cheapened at the cost of foreign con- 
sumers or taxpayers looks askance. 
Public opinion in general in the import- 
ing country is frightened at such offer- 
ings. They look upon these cheap im- 
ports as upon the thin end of the wedge. 
When foreign industries have success- 
fully beaten down the opposition of the 
home producer, they can control the 
home markets and indemnify them- 
selves for the low prices formerly 
charged. They may even succeed in 
controlling the importing nation’s sup- 
ply, which has thus been put into for- 
eign economic bondage. 

It seems likely that the policy of 
dumping carried out by private enter- 
prise is on the increase. Industrial 
protection is not very successful in the 
long run, without some sort of cartel- 
lisation at home, to control the prices 
of the home market. To maintain 
these prices, it is almost essential to 
export the available surplus, if needs 
be at prices considerably below those 
paid by the home consumer of the ex- 
porting country. Though this really 
benefits the foreign consumer and, in 
basic products the foreign manufac- 
turer, using them as raw materials or 
half-finished goods, foreign opinion is 
apt to insist on some sort or other of 
anti-dumping legislation, which by its 
very nature must be a source of ever- 
recurring friction. 

The deep-seated fare of dependency 
on foreigners, which might be turned 
to advantage either by the supplier 
himself or, in time of war, by a hostile 
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Power interfering with free transporta- 
tion, has been one of the strongest argu- 
ments for protection. Experience has 
shown that modern industrial nations 
can become independent of foreign 
supplies only in a very limited way, 
even if they are willing to pay the 
heavy price of an increased cost of liv- 
ing: they can do so only by fostering 
one branch at the expense of another. 
Food for human consumption might 
be raised in sufficient quantities if all 
or a great part of the food required for 
animals were imported. Complete se- 
curity cannot be gained by protection. 
The effort of reaching this unattain- 
able aim and the ever-recurring disap- 
pointment at the failure of this effort 
are certainly amongst the strongest 
influences poisoning the international 
atmosphere. 

Nor can this economic problem be 
solved any longer by military means, 
as may have been the case in the past. 
The control of the sea such as can be 
attained to-day may be sufficient to 
starve the enemy by cutting off his 
supplies; it is more than doubtful 
whether it can guarantee the unbroken 
inflow of goods into one’s own country 
without which the blockade of the 
enemy is of no practical avail. The 
issue may be a mere “race of starva- 
tion”. ‘The remedy cannot be applied 
by economic measures, such as making 
a nation self-sufficient by means of a 
system of protection, nor by military 
measures, such as naval supremacy. 
It can only be done by the acceptance 
of an international code of free trade, 
i.e., trade unhampered in time of war, 
such as has been expressed in the 
formula of the Free Sea. 

Economic action and the friction 
attending to it are in this case the result 
of political fear. They cannot be al- 
layed by mere economic measures, but 
only by a system of political agree- 
ments guaranteeing the relatively un- 
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hampered play of economic forces even 
in time of war. 

The growth of exports is bound to 
bring about a certain amount of in- 
creased economic friction, even if that 
growth is purely natural and not caused 
by what may be called unfair competi- 
tion. 

The spread of industrialisation from 
one country to the other—even if it 
were not accelerated by protection— 
is bound to take place. It means a 
loss, or at least a necessity for displace- 
ments and rearrangements in three di- 
rections: 

The markets for older countries are 
narrow in the newly industrialised 
country; the markets of neutral coun- 
tries are invaded by the newcomer, of- 
ten at the cost of old-established rivals; 
the markets of the old-established in- 
dustrial countries are invaded by their 
newly started rivals. A certain amount 
of friction is bound to follow each dis- 
placement. ‘The repercussions may be- 
come serious, if suspicion is rife that the 
new economic industrial rivalry is 
undermining the political position of a 
country whose power is based, or sup- 
posed to be based, on industrial su- 
premacy. Such has been the attitude 
of certain sections of British public 
opinion regarding German industrial 
development. And the same ideas 
prevailed in certain German industrial 
circles, who were convinced before the 
war that the pressure of German com- 
petition was bound to lead England 
into war, and who see their conceptions 
justified and proved by the events of 
the great war. 

A similar spirit is rising in colonies 
and quasi-colonial countries to-day 
who see in the efforts of industrial na- 
tions to maintain and foster trade a 
scheme for keeping them subservient 
to their economic interest, by trying to 
maintain an economic bondage, after 

political bon 
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dage has proved impossible. origin, 


The controlling actions of Govern- 
ments towards imports by way of em- 
bargoes, duties, tariffs, etc., are bound 
to create a certain amount of friction, 
but they need not be of a nature to en- 
gender feelings of political hostility. 

Most nations are in the habit of 
looking upon the formal right of their 
Governments to prevent or regulate 
importation as the outward sign of 
full and undiminished “sovereignty”’. 
They scarcely realise that this formal 
right is a formal right only, that there 
is no real economic sovereignty any 
longer, and that there will be none 
if economic self-sufficiency cannot be 
achieved. The (fruitless) efforts to 
bring about this economic self-suffi- 
ciency might be looked upon as an en- 
deavour to re-establish an economic 
sovereignty which has gone and the 
return of which in nearly all cases is 
unattainable. 

The fact that nearly all countries— 
with the exception of those whose du- 
ties serve fiscal purposes only—are in 
the habit of exercising this right of sov- 
ereignty towards each other has brought 
about a certain semi-cynical tolerance 
in regard to tariffs: there always have 
been tariffs, and there always have 
been changes in duties and tariffs. 
The tariffs themselves have ceased to 
irritate, especially as they are the start- 
ing-point for making counter-tariffs. 
If changes are not too frequent and if 
there is not too much discrimination, 
the economic damage done to the world 
at large by tariffs, etc., is probably 
much greater than the direct political 
effects of tariffs on international rela- 
tions. 

There are, however, considerable 
exceptions to this rule. Where the 
introduction of a tariff not merely dis- 
places certain industries but is meant 
to transfer them to the protecting coun- 
try, ruining them in the country of 
f indignation is bound 
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to arise, such as did happen in Europe 
after the introduction of the McKinley 
tariff. Where, on the other hand, those 
sinister motives are absent or are sup- 
posed to be absent, even a complete 
embargo—such as the American prohi- 
bition law—need not poison the inter- 
national atmosphere. 

If a spirit of international co-opera- 
tion, outside the mere economic sphere, 
can be sufficiently fostered, the protec- 
tive legislation of new countries dealing 
with immigration as well as with im- 
portation need not have inflammatory 
effects. The policy of the Dominions 
within the British Empire towards 
each other and towards the mother- 
country demonstrates this fact clearly 
enough. 

There is, however, a very close con- 
nection between tariff systems and na- 
tionalism. Newly established nations 
or people striving towards a new con- 
sciousness of their separate national 
individuality are in the habit of using 
tariffs for political and even sentimental! 
reasons without regard to mere eco- 
nomic consequences. Since Alexander 
Hamilton introduced industrial pro- 
tection into the United States to give 
that newly made nation its second in- 
dustrial arm, the protection of infant 
industries has been looked upon in 
many new countries as the best method 
of achieving the ideal of a fully compe- 
tent nation, economically independent 
of foreign Powers. The strongest ad- 
vocates of protection in such a country 
are soldiers, insisting on producing 
armaments free from foreign inter- 
ference and writers, seeing in industria! 
efficiency the full expression of national! 
completeness. This form of protec- 
tion is aggressive and dangerous, not so 
much on its economic side, but on ac- 
count of the national passions underly- 
ing and influencing it. The non-ad- 
mission of Serbian pigs into Hungary 
before the war was due to a mere ego- 
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istic desire of excluding dicaeiiin com- 
petition which influenced the agrarian 
classes who held political power in 
Hungary. It was looked upon by the 
Serbs as an effort to stifle the economic, 
and with it the national, expansion of 
their country. 

Where national feeling is closely 
allied to protection, the economic prob- 
lems are transferred to the political 
sphere. Practical compromise, such 
as is nearly always possible where eco- 
nomic, 7.é., money matters are at issue, 
is out of question. Countervailing 
economic measures are bound to fail. 
If they really hit, they increase the 
soreness; if they fail to do so, they 
merely increase the spirit of obstinacy. 
The self-adjusting mechanism of tariff 
bargaining is permanently out of 
gear. 

Where it does exist, it can soothe the 
friction brought about by the opposing 
parties going into position, for they do 
so with the object of ultimately “split- 
ting the difference”. But it does not 
exist everywhere. Quite apart from 
“nationalistic protection”, the bar- 
gaining power by means of tariffs is 
very unequally distributed amongst 
the different groups of countries. New 
countries, owning natural resources, 
capable of producing foodstuffs and 
raw materials, can easily diminish 
foreign industrial imports by raising 
a tariff sufficiently high. Old-estab- 
lished industrial countries cannot really 
fight them successfully by putting a 
tariff on foodstuffs or raw materials. 
Even if successful, they do not become 
independent of foreign supplies; they 
merely succeed in raising their own 
cost of living and of production, thus 
endangering the economic supremacy 
they are trying to maintain. 

This inequality of situation between 
old and new countries is one of the 
dangerous elements in the general tariff 


situation. 


iL 


Natura. Resources. 


The inequality of natural resources 
and the measures aiming at control, or 
supposed to aim at such control, are 
probably a much more dangerous fac- 
tor than tariffs and the control of ordi- 


trade movements. 


Countries devoid of certain important 
raw materials are apt to view all meas- 
ures taken by the owners of such re- 
sources with a great deal of suspicion. 
It is not so much the use or abuse of 
monopolistic power as the fear of such 
possible use and abuse which are in- 
fluencing the attitude of nations living 
in less-favoured circumstances towards 
their more fortunate neighbours. The 
fact that many of the great sources of 
raw materials (cotton, copper, rubber, 
wool, oil and so on) on which modern 
industries are depending, were in the 
hands of political antagonists and eco- 
nomic rivals counted for a good deal in 
the attitude of Germany before the 
war, which to many observers seemed 
sullen, truculently aggressive and timid 
at the same time. 

These fears have a double effect: 
they drive nations deprived of impor- 
tant raw materials to scientific inven- 
tion as they try to find synthetic sub- 
stitutes for the commodities denied 
them by nature. So far, this is all to 
the good, though the creation of indus- 
tries producing substitutes cannot be 
done without encroaching on the world’s 
existing capital. It brings about in- 
ternational competition, with all its 
accompaniments and with all its pos- 
sible frictions. (The struggle between 
natural and artificial nitrate is a case 
in point.) 

It leads, on the other hand, to a crav- 
ing for territorial expansion, as only by 
annexation of countries and colonies 
with such resources can the deficiency 
be made good. Modern colonial ex- 
pansion has been popular in many 
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countries as a method for breaking the 


_ power of monopoly: in a general way, 
to break the monopoly of large reserves 
of oversea lands to which a country’s 
population could emigrate; in a nar- 
rower sense, to break the monopoly 
producers of certain commodities enjoy 
who are citizens of foreign countries. 
The cry of an American cotton corner 
or of a potash monopoly has always 
grated on national susceptibilities. 

Where this power of exploitation is 
in the hands of a few private individ- 
uals, the outcry is directed as a rule 
against the domination of foreign capi- 
talists (oil). Where it is based on or 
aided by Government measures, with- 
out which the monopoly would scarcely 
be efficient, the national rather than 
the social moment is pushed to the 
front. The deeply seated antagonism 
against monopolies which animates the 
masses is often mixed up with the po- 
litical feeling that certain countries en- 
joy certain advantages in natural re- 
sources and can thereby make other 
countries tributary, nay, dependent. 

The American outcry against the 
restriction on rubber and on coffee is 
not directed against any discriminating 
action—for all consumers are treated 
alike outside the producing area; it is 
based on the fact that men object to 
contribute to the revenue of a foreign 
Power either as consumers or as tax- 
payers. But beyond that feeling there 
is another deeper feeling, not based on 
fear of monopoly prices—the feeling 
that international economic relations 
are not safe if one or more privileged 
producers can decide whether and at 
what terms foreigners shall share in 
those natural supplies which Provi- 
dence has given to a few. 

The fact that economic resources of 
a privileged nature constitute a special 
form of economic power—the war has 
shown it clearly enough—coupled with 
the fact that ieetenss power counts for 
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more to-day in relation to mere mili- 

tary power than it did in the past, 
frightens the non-privileged nations 
and has (amongst other causes) driven 
them to a policy of aggressive annexa- 
tion. As long as the economic policy 
of nations is influenced by fear of war, 
the striving after monopoly of natural 
resources can scarcely be excluded 
completely. It constitutes naturally 
another element of danger. 

The growth of federations during 
the last centuries shows a way in which 
the areas dominated by such fear can 
be diminished. 


III. TRANSPORTATION 
PROBLEMS. 


Transportation questions are really a 
special case of the monopolisation of 
particularfacilities by privileged nations. 
The fact that countries like Switzerland, 
Austria, Hungary and Czechoslovakia 
have no seaboard put them as far as 
imports and exports are concerned at 
the mercy of surrounding countries. 

Countries like the United States and 
England, controlling legally or prac- 
tically international waterways, enjoy 
the possibility of withholding transport 
facilities, if not regularly so, at critical 
times. 

In everyday life these risks are not 
deeply felt by mankind, the majority 
of users included, as long as petty 
chicanery is not resorted to, as has 
happened in Eastern Europe or in 
South Africa in transportation problems 
before the South African war. 

But the problem how to guarantee 
transportation to countries depending 
on it has not yet been solved. Fear 
and friction have not disappeared. 


IV. CREDIT AND CAPITAL 
PROBLEMS. 


The international nexus between 
creditor and debtor is of a triplicate 
nature: 


Governments lend to Govern- 


ments, 

Private people lend to private 
people, 

Private people lend to Govern- 
ments. 


(The fourth possibility of Govern- 
ments lending to private people abroad 
need not be taken into account; it is of 
no practical importance.) 

As to the first, Governments lending 
to other Governments, this is nearly 
always a war measure (apart from the 
transactions which take place between 
metropolitan Governments and their 
colonies). 

Inter-allied lending may be very 
stimulating and very popular on both 
sides during a war; it becomes a mere 
business transaction when peace is con- 
cluded, and, as such, a source of con- 
siderable friction. The feelings of 
gratitude which the debtor might be 
supposed to entertain towards the 
creditor do not continue for a long 
time; in fact, their relations can scarcely 
be distinguished from the feelings a 
vanquished nation entertains towards 
the victor who imposed an indemnity 
or a tribute upon it. 

Loans contracted with Governments 
by private people have been made for 
political purposes or for mere business 
needs. 

In the first case, the political atmos- 
phere is greatly affected when these 
loans are spent on armaments. They 
not only contribute to competitive 
armaments: they bring about some 
form of economic quasi-alliance between 
the two countries connected—the loan 
sometimes being the forerunner, some- 
times the rearguard, of political under- 
standing. Such loans are never con- 
tracted without the knowledge of the 
different Foreign Offices. They are in 


fact part and parcel of the different 
countries’ foreign policy. 
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Where the loans are contracted for 
productive purposes, the case may be 
different. The development of a coun- 
try’s natural resources by means of 
loans for railways and other improve- 
ments may be a mere commercial 
transaction. It has a political aspect 
in a double way: it forges a link be- 
tween two countries which may prove 


a of importance to mutual understand- 
ing, and it may be given with a view to 


bring about this state of affairs and to 
hasten the development of a country 
which may be considered a future 
ally. In this respect, even purely com- 
mercial loans may be part and parcel of 
a policy of separate alliances. If the 
loan is made on the understanding that 
the proceeds are to be spent in the 
creditor country, regardless of the terms 
and conditions of the market and the 
prices for commodities, it partakes of 
the nature of a rather aggressive meas- 
ure for widening a country’s markets. 
It enables a lending country to undo 
existing international agreements, such 
as the various “open-door agreements” 
entered into before the war. For 
though Government contracts under 
such agreements may be open to all 
countries concerned, the country which 
finances them most cheaply and con- 
veniently can enjoy an advantage 
which will undo the most cleverly 
drafted guarantees for equal treatment. 
The competition for Government 
contracts by way of issuing loans under 
very favourable conditions has been 
one of the accessory causes producing 
friction between the great Powers on 
their dealings with backward and half- 
backward nations before the war. 
Dollar diplomacy in this sense of the 
word has by no means a pacifying influ- 
ence. Conditions have changed some- 
what. But there is a tendency that 
Government-made or Government- 
guaranteed export credits, whilst origi- 
nally planned as 


__ tracts for work done long ago. 


methods to bridge over a period of 
economic stress, are assuming a politi- 
cal complexion. Government guaran- 
tees given to exports for Russia are 
really veiled loans to the Russian 
Government. The game of conces- 
sions formerly played in rather a primi- 
tive way by the rulers of semi-devel- 
oped Oriental States is taken up again 
on a scientific basis, as a method of 
getting loans and setting the creditor 
nations against each other. 

There is, moreover, one very danger- 
ous element in international loans: the 
danger of bankruptcy. When foreign 
Governments have over-borrowed, they 
usually resort to some sort of repudia- 
tion. In come cases, they are really 
unable to pay—at least, for the time 
being. In others, they are merely un- 
willing to increase the burden on the 
taxpayer. In any case, the subjects 
of the lending country are badly dam- 
aged. Their Governments have rarely 
taken up their case directly—only when 
small countries were concerned naval 
demonstrations and so on have been 
resorted to. The political atmosphere 
has been greatly disturbed, even when 
the Government of the creditor coun- 
try insisted on the purely private na- 
ture of such loan transactions. In 
this direction there is some chance of 
improving the legal situation. There 
is no reason whatsoever why a modern 
Government should not be sued by its 
creditors. The problem is far less one 
of producing a judgment as one of hav- 
ing this judgment carried out. The 
growing international solidarity of the 
money market might facilitate the 
solution of the problem; but there are 
always powerful (industrial rather than 
banking) concerns inclined to accom- 
modate a defaulting Government. 
They are of opinion that the taking 
over of new contracts is more impor- 
tant than the fulfillment of old con- 
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Where both parties are private con- 
cerns, the creditor as well as the debtor, 
the chance of friction arising out of 
the transactions is naturally smaller. 
Bankruptcy in that case is not a politi- 
problem. When it does take 
place, it is settled by the methods of 
liquidation, reorganisation, etc., in ac- 
- cordance with the laws of the country 
concerned. But there is one danger 
which has to be faced: under the influ- 
- ence of modern nationalism, the impar- 
tiality of legal tribunals towards for- 
 eigners is not guaranteed everywhere. 
‘The export of capital to foreign coun- 
_ tries may in some cases raise the rate 
Of interest at home or lessen, at any 
pate, its reduction. This often antag- 
_- Onises industries at home. It does so 
__ especially when the export of capital 
is artificially fostered by the debtor 
country, which prevents the importa- 
tion of goods by means of tariffs, but 
__ facilitates at the same time the estab- 
lishment of branch factories; a similar 
result is brought about by the develop- 
ment of virgin lands by means of ex- 
‘ported capital; exports of a cheap 
agricultural surplus follow, at a time 
__ when agriculture at home is protected 
by a tariff, the utility of which the 
newly produced surplus has success- 
fully destroyed. 
- Demands for the control of the capi- 
tal market by Government action are 
bound to arise. Up to now, this con- 
_ trol has been sporadic; it has been used 
only, so to speak, as an adjunct to 
foreign policy. If this demand were 
extended beyond what has existed so 
far, the raovements of capital would be 
- subject to Government control, and 
the political nature of capital move- 
ments would be greatly enhanced. 
As it is, even now political elements 
are entering it: the fear of unfair treat- 
_ ment abroad has induced capitalists to 
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activities in Latin America point this 
way. 

The borrowing countries, on the 
other hand, are terrified by the spectre 
of foreign capitalists getting control of 
their vital industries. Whilst the for- 
mation of international trusts is pro- 
gressing in many spheres of business, 
national resentment against foreign 
business-men is growing apace. Com- 
pany law (protection against “Ueber- 
fremdung” (control by foreigners)) is 
made subservient to such a purpose 
and unfair and stupid measures are by 
no means rare. 

Broadly speaking, it can be said that 
modern nationalistic Governments of- 
ten impregnated with quasi-socialis- 
tic ideas, are always willing to interfere 
when it suits their game, without much 
regard for ultimate consequences. 

Private property has not only been 
confiscated during the war. Very im- 
portant expropriations have been ar- 
ranged for in various peace treaties. 

The position of property and capital 
in foreign countries is much less secure 
than in the pre-war era. It might be 
possible to increase it again by the 
creation of an international trustee, de- 
pending on the League of Nations, in 
whom enemy property would be vested 
during the war. 


V. CONCLUSIONS. 


The preceding memorandum is a 
somewhat lengthy though superficial 
statement of: 


1. International movements of 
men, goods, transportation 
and capital. 

2. Government actions directing, 
preventing and influencing 
them. 

83. The results of these movements 
and these measures of con- 

. trol on international relations. 
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Notwithstanding its superficiality, 


it shows already clearly enough: 


1. That these movements and 
measures sometimes improve inter- 
‘national relations; sometimes affect 
them unfavourably; sometimes have 
no apparent effect whatsoever. 


2. That the same movement and 


the same measure produce in some 


~ eases a favourable, in some cases an 
- unfavourable, and in other cases an 


entirely indifferent result. 


3. That some movements and 
some measures are more indifferent 
than others; the control of population 
movements, for example, probably 
creates more friction than the con- 
trol of trade in the restricted sense 
of the word. 

B 


This being the case, it might be use- 
ful to make a systematic study of these 
movements and of these measures of 
control, with the object of elucidating 
systematically : 

1. Which measures of control 
dealing with the different movements 

are particularly irritating. 
2. Which conditions make these 


measures particularly irritating in 
some cases and fairly harmless in 
others. 


3. Is it possible: 


(a) To eliminate certain mea- 
sures which are always irritating? 

(6) To formulate safeguards 
which will restrict irritation to a 
minimum where and when meas- 
ures of an irritating nature cannot 


be avoided? 


4. The problem as a whole is this: 


(a) As we cannot return to a sys- 
tem of economic self-sufficiency, 
we must make the system of inter- 
national interdependence safe in 
peace and in war, 
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(b) Just, in so far as the une- 
qual distribution of natural oppor- 
tunities must be compensated by 
the creation of some code of inter- 
national economic hospitality. 


(c) This involves the recognition 
of the fact that the full legal sov- 
ereignty which is still the basis of 
our international system does no 
longer have its counterpart in an 
equally unrestricted economic sov- 
ereignty, such as could exist only 
in a society of nations consisting 
of more or less self-sufficient units. 


C. 


As to the methods of dealing with the 
problem, the following method seems 
to me the best: 


1. The different sections of move- 
ments and measures sketched above 
ought to be handed over to one or more 
competent experts. 


2. It might be useful to divide cer- 
tain sections for this purpose in subsec- 
tions. Section II, “Movements of 
Goods”, might be divided into: 


(a) Trade and its control in gen- 
eral; 

(6) Government contracts (open- 
door policy, etc.) ; 

(c) Natural resources and their 
control. 


8. The expert ought to be asked to 
deal with his section systematically 
from the viewpoint outlined in Section 
B, 1 to 3. He ought to write a sys- 
tematic, not an historic, treatise, pro- 
ducing positive systematic proposals at 
the end of his enquiry. (It is possible, 
of course, that he will come to the 
conclusion that no positive proposals 
are possible.) 

4. A small committee, either formed 
of all collaborators or of a few general 
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ous monographs with the view of co- 
Ordinating their results. If they suc- 
ceed, the monographs ought to be 
published with this codrdinated state- 
ment; if not, the publication of indi- 
vidual monographs would have to be 
sufficient. 

5. According to the result, it might 

be advisable: 


(a) To solicit criticism by invita- 
_ tion to persons or institutions; 
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(6) Or it might be sufficient to let 
public criticism develop the results 
without such special invitation. 


6. It seems preferable to start with 
a few systematic treatises, even if they 
beg the question in some ways. The 
inverse method of inviting the learned 
world to produce monographs will no 
doubt furnish extremely valuable his- 
torical materials, but if there is no 
strong editor, to devote most of his 
time to the work, the chance of achiev- 
ing a programme is very anell. 


MEMORANDUM BY PROFESSOR ANDRE SIEGFRIED. 
EFINITION OF THE PROBLEM. 
Score or THE SUBJECT. 
The following resolution was adopted aspect of the problem of peace, and the at 
by the International Economic Con- Consultative Committee expressed the re 
ference of 1927: hope that historians, economists and ar 
“(a) Economie Tendencies Affecting the other students would give attention to vi 
i toe Peace of the World. this subject. Finally, the Economic ov 
“The Conf Committee, with the Council’s ap- 
Rec. proval, stated that this vast problem es 
worlds the should be more closely analysed “with th 
a ee epends argely a view to stimulating research and dis- or 
upon the principles on which the eco- ou ccion among private persons and in- gl 
nomic policies of nations are framed stitutions competent in the matter.” 
We should therefore endeavour here to th 
a rn 1 at the Govern- consider the main subjects of the en- al 
quiry, which may continue for several re 
ere represented should together give ears. It is to be hoped that in this d 
continuous attention to this aspect Connection assistance will be received P 
of the economic problem, and looks ¢,...... many quarters. a 
forward to the establishment of rec- We do nat think we need emminc tll r 
principles designed to elimi- moment whether economic interests 
nate ree nite rea which are the principal or, in reality, the sole b 
erstanding of war; neither do we consider it 
f to necessary to investigate to what ex- 
gain from peaceful and harmonious tent, as compared with strictly politi- ' 
| a cal causes, economic tendencies may 
The Assembly reminded the Eco- lead to war (in many—perhaps in the 
nomic Committee of the importance majority of cases—political and eco- 
which it attached to the dened of this nomic factors are so closely bound up 
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together that it is impossible to analyse 


them separately). It will probably be 
more helpful to acknowledge at the 
start that the defence of economic in- 
terests may, and frequently does, lead 
either to the employment of force or to 
recourse to war—two forms of violence 
which it is often difficult to distinguish. 
We should therefore ascertain in what 
form and circumstances and under 
what conditions economic interests are 
the cause of misunderstanding, friction 
and war. 


PsYcHOLOGICAL oR Po.iticaL Fac- 
TORS CONNECTED WITH THE Eco- 
NOMIC SITUATION WHICH MAY LEAD 
To War. 


Private economic interests are nat- 
urally tempted to appeal to their Gov- 
ernments for support when those inter- 
ests conflict with foreign interests: an 
attempt is thus made to replace pacific, 
reciprocal and equitable agreements by 
arbitrary pressure—pressure which is 
virtually confirmed by force. More- 
over, Governments often anticipate 
this desire on the part of private inter- 
ests for political support, which gives 
them a pretext to intervene, apparently 
on economic but, in reality, on political 
grounds. 

A risk of conflict may thus arise and 
this is increased, or may even be cre- 
ated, if public opinion in any country 
regards, or is induced to regard, the 
dispute from a psychological stand- 
point, thus introducing an emotional 
element into the matter. Then the 
real cause of the trouble is no longer the 
economic dispute with which it began, 
but over-excitation of a strictly politi- 
cal sentiment. 


PrincipaL Economic CAUsES LIKELY 
LEAD TO MIsUNDERSTANDING, 
FRIcTION OR War. 


With these qualifications, the princi- 
Pal causes of fric- 


tion or war due to economic factors 
might, we think, be classified as follows: 

1. First, we have causes relating to 
conditions of production, of which the 
chief cause in every country at the pres- 
ent time is undoubtedly the question of 
obtaining supplies of raw materials. 

2. Then there are causes connected 
with factors relating to international 
communications: for instance, the inter- 
national movement of ships, aircraft, 
railways, commodities, and even men; 
or, again, with the conditions under 
which a country communicates either 
with its colonies or with other countries 
by post, submarine cable, etc. 

3. Lastly, there are causes connected 
with the expansion of certain countries; 
this expansion may take the following 
forms: the expansion of trade (exports 
and markets); the expansion of capital 
(foreign investments, exploitation of 
foreign countries or territories by means 
of capital investment, exploitation of 
colonies); the expansion of population 
(emigration and settlement colonies). 


Practica, UTILITY OF SUCH AN 
Enquiry. 

Once the principal causes likely to 
lead to friction, misunderstanding or 
war have been recognised, we shall be 
able to draw up more accurately, by 
contrast, the principles of a policy capa- 
ble of reducing or eliminating friction, 
misunderstanding or war. If they 
were put into practice by Govern- 
ments, these principles would help to 
create an atmosphere and economic 
conditions conducive to peace. 


I. CAUSES RELATING TO PRO- 
DUCTION. 


REQUIREMENTS OF PRODUCTION WHICH 
MAY LEAD TO THE EMPLOYMENT 
oF Force. 

A country is hardly likely to at- 
tempt to procure capital by force; it 
will more have hed it- 
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self at times against over-zealous in- 
vestors who may nevertheless assert 
that they have the country’s true inter- 
ests at heart. Labour can be obtained 
by pressure or violence: by means of 
raids, for instance, or by methods of 
collective recruiting in which the con- 
tract is merely a matter of form. The 
main reason why such action does not 
lead to war is because it is generally 
taken against peoples who are too weak 
politically to resist. 

It is the necessity of obtaining raw 
materials—the desire to procure or to 
monopolise the gifts of nature, freely 
bestowed in one case and denied in an- 
other-—which is most likely to endanger 
peace and to cause force to be employed. 
The struggle is similar to that which 
ensues in connection with the division 
of territory in all parts of the world. 
Industrial development has made this 
the primary cause of misunderstand- 
ing, friction or war, because at the pres- 
ent time all great industrial countries 
have urgent need of raw materials 
which are unobtainable in their terri- 
tory or are only procurable in quanti- 
ties inadequate to meet their increasing 
requirements. 


Tue ACUTENESS OF THE NEED VARIES 
ACCORDING TO THE CLAss or Raw 
MATERIAL. 


In the case of agricultural produce, 
the need is less acute, because it is al- 
ways possible to grow other crops in a 
similar climate; in short, there can here 
be no question of a monopoly at all 
events, in the long run. 

With minerals, however, it is a very 
different matter, because it may only 
be possible to find them in a certain 
country; they can be sought for, dis- 
covered and exploited, but they can- 
not be planted or produced elsewhere. 
The gravity of this position is increased 
because it applies, not only to raw ma- 
terials proper, but to fuel and to the 


a 


sources of power which have become 
absolutely essential to modern large- 
scale industry: while coal may be 
found to some extent everywhere, this 
is not the case with oil; water’ power 
may be obtainable in the vicinity, but 
on the other side of a frontier, and its 
use by a neighbouring country will de 
pend on the policy adopted by the 
possessor. 

Large industrial countries are be- 
coming by an irresistible movement 
more and more dependent on others 
for their supplies of raw materials: at 
first, they simply converted their own 
raw products, and this was the start 
of their development as manufacturing 
countries; later on, however, the course 
of their industrial development, which 
it is beyond their power to control, 
forces them to import an increasing 
proportion of the raw materials which 
they require. In the case of the most 
highly developed countries, the need 
to import certain raw materials be- 
comes a necessity of their existence, 
which is no less urgent than that of 
obtaining food. The proportion of 
imports of raw materials to the total 
imports of those countries clearly 
shows the extent of their economic 
dependence on others. 


How THE ABOVE SITUATION MAY LEAD 
TO MISUNDERSTANDING, FRICTION 
or War. 


We must here distinguish between 
the point of view of the buying country 
and that of the selling country. 

The buying country, rightly or 
wrongly, may fear that certain raw 
materials may become unprocurable 
by it, either because they may be kept 
by the producer or because others may 
monopolise them. In certain cases, 
this fear may become ‘a veritable ob- 
session. Naturally, the country will 
then endeavour to make sure of cer- 
tain, lasting and, if possible, permanent 
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supplies of the products which it fears 
may become unprocurable; for instance, 
it may attempt to control (in the Amer- 
ican sense of the word, i.e., to dominate) 
the undertakings which, in the selling 
country, produce the raw material re- 
quired; or else it may urge the Gov- 
ernment of that country not to reduce 
unduly, by means of export prohibi- 
tions, excessive export duties or export 
quotas, the quantity of products which 
it requires and which it may not be 
able to obtain elsewhere. Various 
methods may be employed in connec- 
tion with a safeguarding policy of this 
kind, ranging from an absolutely nor- 
mal and pacific form of contract to war 
and conquest; effect may be given to 
this policy simply by the conclusion of 
a long-term contract or by contractual 
negotiations with the sovereign State 
in question; requests may, however, be 
accompanied by pressure, threats or 
even by resort to force; the buying 
country may even attempt to obtain 
sovereign possession of the territory 
producing the coveted material, or, 
what practically comes to the same 
thing, to establish a protectorate de 
jure or de facto there. All these argu- 
ments are, of course, based on the as- 
sumption that the buying country is 
the stronger—otherwise pressure would 
be impossible; this shows the impor- 
tance of force in connection with the 
problem of raw materials. 

The selling country by its attitude 
may create an atmosphere favourable 
to peace or to war. If it refuses to sell, 
conflict ensues; the supposition is, of 
course, absurd, but there is a wide range 
open between full consent and com- 
plete refusal. We should enquire to 
what extent the refusal, whether total 
or partial, may cause annoyance; it 
will be so if discrimination is exercised 
in the treatment of any particular 
country, or if (even without discrimina- 


the ene is actually een to 


Economic TENDENCIES AFFECTING THE PEACE OF THE WORLD 211 


apply to a single or what is practically 
a single buyer, or if a certain price has 
been intentionally fixed by agreement 
for the home market and another 
and widely different price for the export 
market, and, in general, if the con- 
sumer in question is led to think that 
he is being imposed upon. The irri- 
tating nature of such an attitude is, 
however, only apparent when the pro- 
ducing country is not in a position to 
transform its own raw materials. A 
country which keeps its raw materials 
and only exports them in the form of 
manufactured or semi-manufactured 
goods cannot be accused of actinginan 
aggressive manner. Wemustnot,how- 
ever, be too ready to assert that in such | af 
a case all possibilities of conflict are  __ 
precluded. 


PsYCHOLOGICAL OR PotiticaL Factors 
CONDUCIVE TO PEACE. 


What actually happens when one # 
country possesses the raw material _ 
needed by another country? As a 
rule, the stronger (perhaps we should _ 
say the larger or the richer) gets its 
own way: if it is a producing country, _ 
it will dispose of its products as it 
wishes; if it is a consuming country, _ 
it will be tempted to requisition in 
one form or another the materials 
which it requires. In that case, it will 
perhaps be wiserforthe weakercountry 
to give way to a sufficient extent to 
prevent the stronger from attempting 
to resort to force; it will often be 
difficult for it to ensure full respect for 
its sovereignty. It will usually be 
wiser for the stronger country not to go 
too far, because it can generally get 
what it wants without going to war, if 
not in every case without resort to 
force. If it desired to go further, this 
would lead to the assumption that the __ 
economic argument was merely a thin 
disguise for an underlying political a hs 
motive. 


. 
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In these circumstances, a reasonable 


attitude on both sides is more likely 
_ to ensure peace. The sovereignty of 
the producing country doubtless gives 
ns theory, at all events—all rights, 


but it may be wiser for it not to make 


full use of them. If it does not take 
advantage of the position in order to 
- obtain undue privileges, if it does not 
attempt to bully the consuming coun- 
try, the latter—feeling confident that 
_ it will not be imposed upon and will be 
4 able to obtain regular supplies of the 
- materials which it needs—will not be 
_ tempted to resort to pressure or 
‘What causes are likely to lead 
_ countries to adopt an attitude of 
_ moderation? As a rule, their own 
interests will, or should, guide them to 
do so, because the seller obtains no 
advantage from bullying his customers 
or the buyer from threatening his 
supplier. If they are blinded or carried 
away by passion, it is still possible for 
third parties, who are always affected 
by a conflict, to intervene. 

This intervention may be beneficially 
exercised by international opinion and 
abuses may thereby be prevented; if an 
enlightened opinion, conscious of its 
Own powers, were created and de- 
veloped, it could affirm the recognised 
principles of what we may call a code 
of international economic morality, in 
accordance with which certain practices 
would be condemned. The practical 
expression of an international opinion 
of this kind would take the form of the 
acceptance of common legislation based 
on general conventions, in accordance 
with the work already begun by the 
League of Nations. 

Such legislation will not perhaps 
prevent the inevitable: certain tend- 
encies, apart from their morality, are 
too strong to be resisted. Neverthe- 

less, by regulating trade and organising 
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the buyer of the fear of being unable 
to obtain his raw materials, to which 
we have already referred; we should 
remove the temptation to which he 
is exposed—or, at all events, any 
justification for this temptation—to 
resort to force. The producer would 
be protected from the excessive ambi- 
tions of the consumer, which might do 
him harm, and at the same time he 
would be discouraged from arbitrarily - 
taking advantage of a situation the 
very privileges of which are likely to 
lead to threats and danger. Finally, 
the risk of a direct altercation fraught 
with the gravest dangers would be 
lessened or prevented. 


II. CAUSES CONNECTED WITH 
FACTORS RELATING TO INTER- 
NATIONAL COMMUNICATIONS, 


COUNTRIES DIRECTLY AFFECTED BY 
FACTORS RELATING TO INTERNA- 
TIONAL COMMUNICATIONS. 

A self-supporting country will be 
little affected by factors relating to 
international communications. These 
are, however, of the utmost importance 
to a country which is economically 
dependent on others either for its im- 
ports (foodstuffs, raw materials) or its 
exports (foreign markets) or for the 
freedom of its communications in 
general, and failing which its equilib- 
rium will be imperiled. As a rule, a 
country whose economic equilibrium 
depends on these factors tends to be- 
come a naval Power, and to interest 
itself in the freedom or command of 
the seas. 

These same considerations will also 
apply to a country, even though it is 
not economically dependent on others, 
which lies on the main world trade 
routes. Such a country may either be 
tempted to take advantage of its 
position in order to make extortionate 
demands (as was formerly done sd 
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countries which collected arbitrary and 
excessive toll-dues) or—what is more 
probable at the present time—it may 
feel that its position is endangered by 
the intervention of powerful interests 
utilising the routes which, geographi- 
cally, it is in a position to control, to 
obstruct or even to close. 


WHAT ACTUALLY HAPPENS IN THE CASE 
OF A STRAIT OR AN IsTHMUS. 


If the country owning the strait or 
isthmus is a strong country, it will 
itself regulate the conditions governing 
use. Its power may be exercised in 
war-time by stopping the traffic and 
in peace-time by imposing excessive or 
discriminatory tariffs, or by subjecting 
traffic to irksome conditions. If, on 
the other hand, the country owning the 
route is not the strongest, it will doubt- 
less be tempted to act as if it were, but 
in such a case the principal user will be 
certain to interfere if it is not granted 
favourable conditions and will end by 
controlling, that is to say, by itself 
regulating in its own interests, the 
conditions governing the traffic. The 
chief user may even be tempted to 
seize the position and the surrounding 
land, either by conquest, the establish- 
ment of a protectorate or by any other 
means affording it military control. 
If there are several Powers whose 
strength is more or less equal and who 
are jealous of each other, they will 
agree upon joint control; in this case, 
the solution will differ only in appear- 
ance, because it will always be dictated 
by the strongest country or the strong- 


est group. 


Po.icy IN REGARD TO WorLD RovutTEs 


WHICH POWERS ECONOMICALLY 


STRONG BUT DEPENDENT ON OTHER 
COUNTRIES TEND TO ADOPT. 
This policy comprises certain prin- 
ciples which are nearly always adopted 


activities to all parts of the world. 
Their primary aim is to make sure of 
benefiting by the freedom of com- 
munications and transit, whether for 
vessels, aircraft, commodities men or 
news to be transmitted by post, tele- 
graph or submarine cable; in particular, 
they desire the free use of international 
straits and channels. It is equally 
important for them to eliminate any 
factor likely to endanger the safety of 
the principal world routes or to take 
precautions in advance to deal with any 
such factors. In peace-time, the free- 
dom of the routes may be sufficient 
for the purpose, and the Power con- 
cerned may be content with exercising 
what may be termed a “negative” 
control; in war-time, however, the 
freedom of the seas will tend to assume 
the form of supreme control by that 
Power, 1.e., the command of the seas. 

Powers with a world-wide radius of 
action thus feel the need for a large 
quantity of “political apparatus”— 
naval bases, coaling stations and oil 
depots, landing grounds for aircraft, 
submarine cables with control of the 
points at which they come ashore, a 
wireless station, international channels. 
A policy of this kind is not a peaceful 
policy, except in appearance, or at all 
events it is only negatively so. In 
actual fact, a powerful country does 
not leave it to others to ensure and 
guarantee the freedom and safety of its 
communications: it always aims at 
controlling these itself. This does not 
mean that it does not allow others to 
enjoy the safety and freedom estab- 
lished by it; it means that such a 
country continues to be the bestower. 
In these circumstances, there is a 
difference between actual liberty, which 
may exist and even be freely bestowed, 
and final control, the source of which is 
arbitrary, because it is equivalent to 
the predominance of an individual 
country. 
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INTERNATIONAL CONDITIONS RENDER- 

ING THE ForEGOING SOLUTIONS 
RELATING TO INTERNATIONAL Com- 
MUNICATIONS UNNECESSARY. 


If we could be certain that a country 
enjoying a strategical position on world 
trade-routes would not take undue 
advantage of this position, or would not 
itself fall under the sway of another 
country which would use its power to 
promote its own exclusive interests, we 
should be right in thinking that ex- 
clusive control by the chief user would 
no longer be justified, and the latter 
might not even consider it necessary. 

How is it possible to achieve this 

result? By the internationalisation of 
certain regions, which is the classic 
solution; by treaties between the 
principal parties concerned, guaran- 
teeing each other equitable conditions 
(for instance, the Hay-Pauncefote 
Treaty concerning the Panama Canal); 
by conventions in the application of 
which the principal parties concerned 
have sufficient confidence, in time of 
war as in time of peace, to refrain from 
taking one-sided action to protect their 
interests; by the international accept- 
ance of what might be called certain 
principles of international morality in 
regard to world routes: for instance, 
the guaranteeing of a right of passage 
for all, irrespective of nationality, or 
the guarantee that, in the application 
of tariffs, there shall be no discrimina- 
tion in respect of the person or the 
destination (these two principles might 
now be regarded as generally accepted). 
From the purely economic standpoint, 
the solution would not need to be 
carried any further in peace-time. 
Such a solution may, however, appear 
inadequate to the powerful interests 
concerned, because, on the one hand, 
they do not know what would happen 
in war-time and, on the other, they 
may be influenced by political as well 
as by economic considerations. 
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The traditional policy of the great 
countries concerned has been to under- 
take the task of supervision themselveg 
and it may be said that, as a rule, they 
have extended the benefits to all. 
Nevertheless, the precarious nature of 
such freedom cannot be denied. Itisa 
peaceful solution only in the sense of 
being a pax Romana. At the same 
time, there may perhaps be no better 
substitute to-day. It is certain, how- 
ever, that, if a recognised code of 
international rights and obligations in 
regard to communications were estab- 
lished, unfair treatment of the users of 
the main world routes would gradually 
become less frequent, and the tempta- 
tions and pretexts to establish exclusive 
and unjust control would be contin- 
uously reduced. 


III. CAUSES CONNECTED WITH 
THE EXPANSION OF CERTAIN 
COUNTRIES. 


CONDITIONS AND CIRCUMSTANCES TO 
wHicH Economic EXPANSION IS DUE. 


When a country has reached a cer- 
tain stage of development, either as 
regards the number of its inhabitants, 
its industrial progress or the standard 
of living of its population, it naturally 
feels the need for economic expansion. 
It then ceases to be completely self- 
sustaining, because its territory or its 
natural resources become inadequate 
for its increased requirements and it is 
forced to depend to some extent on 
other countries and, in one form or 
another, to obtain some part of its 
means of existence from abroad. Such 
a country then comes to take an interest 
in the affairs of the others. This may 
be conducive to peace, but it can also 
lead to war. 

Expansion may take various forms. 
For instance, there may be an ex- 
pansion of manufacturing manifested 
in the form of exports and 


efforts to 


sec 
pe 
co 
in’ 
ta 
ex 
se 
ne 
tw 
of 
a fa 
th 
i 
- 
th 
> 
fc 
ere 
e 
t 


secure foreign markets. 


Expansion 
may also take the form of the export of 
capital: foreign investments, develop- 
ment of foreign countries (by the 
establishment of undertakings in those 
countries), exploitation colonies, 7.e., 
colonies regarded as places in which to 
invest capital and establish under- 
takings rather than as places in which 
to settle. Lastly, there may be an 
expansion of the population by emi- 
gration to foreign countries or by the 
settlement of territories which have no 
definite owner. A country may ex- 
pand in all three directions simulta- 
neously; if, however, expansion is not 
possible in one of these directions, it is 
proportionately increased in the other 
two; for instance, if an over-populated 
country cannot dispose of its surplus 
population by emigration, it will have 
to create industries and export manu- 
factured products. 

This gives rise to grave problems. 
To what extent should other countries 
be required to submit to the invasion 
of an expanding country? In actual 
fact, expansion is due to developments 
over which men have no control, even 
though they may believe they have. 
It is, we think, futile to consider 
whether this expansion is legitimate; it 
must be accepted as a fact and efforts 
must be made to diminish its most 
dangerous consequences. 

Experience shows that, even if it is 
pacific in appearance, the expansion of 
strong nations is based on force, and 
that expansion can only be resisted by 
force, even though, in this latter case 
also, it is still pacific in appearance: 
for instance, immigration laws could 
doubtless not be maintained in the face 
of the protests of the countries which 
they exclude unless they were directly 
or indirectly supported by political or 
military strength. When expansion is 
enforced or checked by compulsion in 
this ai it is liable to be enforced or 
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checked without any guarantee of 
moderation. However, in the case of 
a natural disequilibrium, for which a 
remedy is essential, it is always pre- 
mature to suppose that the question 
has been finally settled by force: if the 
initial causes of the disequilibrium per- 
sist, natural equilibrium will always 
tend to be restored sooner or later, in 
one form or another. It is often 
difficult to say which is the more inter- 
esting—the country whose population 
is obliged to emigrate or the country 
which is striving to avoid taking these 
emigrants, the country which needs to 
expand or the country which fears the 
expansion of others. It may perhaps be 
said that, in general, expansion is in the 
interestsof production, if it is not always 
in accordance with moral principles. 

In these circumstances and from an 
international standpoint, should these 
natural movements be opposed or en- 
couraged? A satisfactory answer is 
impossible. Efforts might, however, 
be made to regulate such movements 
by subjecting them to certain condi- 
tions and providing safeguards for the 
country with a surplus population, the 
country receiving that population and 
for other countries. 


A. Expansion of Trade. 


The Extent to which a Country needs 
to export—While exportation may be 
regarded as a necessity for certain 
countries, this applies only to exports 
in general and not to exports to any 
particular market. It can hardly be 
maintained that one country has any 
right to export to a certain other 
country, because it is always possible, 
even though it may be difficult, to 
transfer sales from one set of customers 
toanother. In these circumstances, the 
desire to export is hardly likely to lead 
towar. It may, however, cause friction 
and a strained situation may ensue. 

We must distinguish between the 
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Cedieuien of raw products and of 
manufactured products: as a rule, the 
former are easily disposed of, and in 
many cases buyers are only too eager to 
obtain them (this brings us back to the 
difficulties concerning raw materials); 
on the other hand, manufactured prod- 
ucts are difficult to place and resist- 
ance to their importation is an obvious 
source of difficulties, which may lead 
to political crises. 

Conditions likely to lead to Disputes 
in this Connection, to aggravate them 
or to make them less acute-——General 
defensive measures, even if irksome, 
designed to prevent the importation of 
foreign commodities are less dangerous 
than measures involving discrimination 
against any particular country. On 
the other hand, uniform Customs 
practices—for instance, those which 
conform to generally accepted inter- 
national principles—will create a pacific 
atmosphere, even with a considerable 
amount of protectionism, if they count- 
eract or eliminate any unfair treatment 
in individual cases. The work under- 
taken in this connection by the Eco- 
nomic Committee of the League of 
Nations makes any comments on our 
superfluous. 


Sey B. Expansion of Capital. 
Various Forms of this Expansion.— 
This expansion may take many differ- 
ent forms: loans to States with a view to 
political domination (such cases, which 
are very frequent, are of a political 
rather than an economic nature, and 
consequently do not come within the 
scope of our subject); the investment 
of capital in a foreign country, either 
in the form of a private loan or to a 
foreign State, or of loans to private 
persons or companies in a foreign 
country; the management of under- 
takings by foreigners in a country and, 
in particular, concessions obtained from 
a ota including the grant of special 
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privileges. There are many fine gail 
tions between investment pure and 
simple and concessions involving par- 
tial loss of sovereignty for the State 
granting the concession. 

Political Consequences of these Vari- 
ous Forms of Investments.—In the first 
case (political loans), these may easily 
lead to the establishment of a protec- 
torate, de facto or de jure. In the 
second (investment of capital), pledges 
may often be demanded at a given 
moment, and these may sometimes in- 
volve an actual loss of sovereignty. 
But international opinion, mainly in- 
fluenced by envious third parties (and 
not so much as a question of principle), 
is inclined to disapprove the taking of 
these pledges or, at all events, to de- 
mand that this should be done inter- 
nationally. It cannot be denied, how- 
ever, that very powerful countries, in 
regions which they regard as under 
their influence, refuse to permit this 
internationalisation of their action. 
In the third case (undertakings and 
concessions), the final result is usu- 
ally the establishment of an exploita- 
tion colony in a more or less open 
form. 

Circumstances which may promote or 
check these Developments.—The foreign 
lender, investor or owner of an under- 
taking will naturally be tempted to 
have recourse to political intervention 
(i.e., to urge his Government to exer- 
cise political pressure) if he does not 
feel certain of the security for his loan, 
if his operations are hampered or are in 
danger of being hampered by a revolu- 
tion, by new legislation injurious to his 
interests, or by bullying or interference 
on the part of the local authority. 

On the other hand, this political 
intervention will be delayed or even 
avoided altogether if the undertaking 
can be carried on under stable condi- 
tions, provided, however, that the 
owner of the undertaking a no 
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ulterior political motive (in which case 
he could always find some pretext 
or other for a complaint). Similarly, 
intervention will be avoided if the 
country in which the undertaking is 
being carried on is strong enough to 
resist or has another Power behind it 
to back it up; this will also prove to be 
the case if there are several owners of 
different nationalities, who are jealous 
of each other (unless they agree upon 
joint intervention, in which case the 
independence of the country in which 
their activities are being pursued is 
again endangered, although in a differ- 
ent manner). 

Problems raised in this Connection.— 
The most important problem concerns 
the right to exploit, the right not to 
exploit, the duty to exploit and the 
right to exploit in place of the country 
which does not do so—for instance, if 
one State does not work its resources, 
is another State entitled to do so in 
its place? If one State has not the 
right, can this wealth be exploited 
by a group of States? From a moral 
standpoint, it would be hard to find 
an answer. 

What actually happens is that the 
will to produce, which is a form of the 
will to live, always conquers in the end. 
This means that production will take 
place unless it is prevented by a stronger 
Power. At the present time (we may 
ask whether this has always been the 
case), it seems more difficult to prevent 
production on the part of mankind 
than to promote it. If this is so, a 
wise country will not oppose what is in 
fact a necessity, but will merely en- 
deavour to safeguard its independence 
in spite of this necessity. 

Solutions—The solutions to be 
adopted can thus be foreseen. 

In these circumstances, a sovereign 
State cannot defend its rights, or, 
more correctly, its existence, unless it 
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respect for all its rights; otherwise, 
sooner or later, its resistance will be 
broken down by force or it will be cor- 
rupted by money; the vital impulse 
which urges humanity to produce is 
stronger than sovereign rights. 

The dangers resulting from this fact 
are obvious: there is a danger of servi- 
tude for the State which is forced to 
submit; for third parties, there is a 
danger that their interests may be 
injured if intervention benefits one 
party only. If servitude and the perils 
of servitude, both for the victim and 
for third parties, are to be avoided, the 
State making concessions (even against 
its will) must do so without any risk to 
its independence; the State making 
the application must respect the rea- 
sonable rights of third parties (can 
these, however, be defined?); the State 
to which applications for concessions 
are made must feel that it is protected 
by international opinion; and the 
State applying for concessions must 
also feel that it is being watched by 
this opinion. 

As we have already observed, super- 
vision of this kind has always been ex- 
ercised spontaneously through jealousy, 
but it should be made more dignified, 
more permanent and more respon- 
sible. Principles should first be estab- 
lished, setting forth the attitude which 
each party is expected to adopt, de- 
mands which will be considered legiti- 
mate, guarantees which may be de- 
manded and obtained. The rules of 
conduct based on these principles might 
develop into international practices. 
A complete policy might be built up in 
this way, for instance, with regard to 
international credits, undertakings in 
foreign countries whose sovereign 
rights might possibly need protection, 
etc. The mandate system, as it has 
been applied since the Treaty of Ver- 
sailles, affords an example of interven- 
tion of this kind. 
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Expansion of Population. 

Emigration without the Political Sup- 
port of the Emigrants’ Government.—W e 
must, distinguish between emigrants 
who can and those who cannot be 
assimilated. 

If the emigrants belong to a race 
which can be assimilated by the new 
society in which they settle, they will 
probably be so assimilated, unless they 
arrive in sufficient numbers to impose 
the stamp of their race on the original 
inhabitants. If the emigrants belong 
to a non-assimilable race, they will only 
be able to settle in the country individ- 
ually if their standard of living is higher 
than the average standard of the people 
among whom they establish themselves 
(they will then become the heads, the 
managers or foremen of concerns). If, 
on the other hand, their standard of liv- 
ing is lower, then they will replace the 
lower strata of the original population. 

What naturally happens in these two 
cases? In the first case (assuming, of 
course, that there is no political inter- 
vention), difficulties will rarely ensue. 
In the second case, the result will be 
the substitution, by surreptitious means 
as it were, of one civilisation for an- 
other, rather than a political conquest; 
thus a former settlement-colony may 
gradually be converted into what is 
practically an exploitation or planta- 
tion colony. The former race will now 
exist merely as supervising personnel, 
while the character and race of the 
workers will have changed. This con- 
tingency has not escaped certain non- 
European countries, and this explains 
their uncompromising refusal to accept 
emigrants belonging to races which 
they do not consider assimilable. 

Emigration with an Ulterior Motive 
on the part of the Emigrants’ Govern- 
ment.-—In this case emigrants, even if 
assimilable, endeavor to avoid assimi- 


la c society in which they 
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settle; their Government, at all events, 
desires them to remain separate. If 
this policy is successful, they intention- 
ally and systematically form homo- 
geneous and separate groups; in some 
cases they claim special political rights 
—rights which might possibly endanger 
the political unity of the State in which 
they form a foreign element. 

The result of immigration of this 
kind is eventually to destroy the moral, 
and in some cases the political, unity of 
the State. Force or war may be en- 
ployed to support the immigrants’ 
claims, which are naturally resisted. 
If these claims are finally conceded, the 
probable result will be the de facto 
establishment of a colony. 

Problems raised from the Point of 
View of Over-populated Countries.—We 
must first consider to what extent a 
country needs to find outlets for part of 
its population. As an alternative to 
emigration, the country must export 
more goods, or possess exploitation 
colonies (i.e., colonies for which it pro- 
vides capital), or reduce either its 
standard of living or the size of its 
population. 

On the other hand, if the people 
emigrate, are they to go no matter 
where? Obviously not, since only cer- 
tain climates will suit them. Again, 
they can only emigrate to sparsely 
populated territories: if they emigrate 
to countries which already have a large 
population, they will only be able to 
settle among peoples whose standard 
of living is higher than or the same as 
their own. 

Lastly, towhat extent have emigrants 
the right to refuse to be assimilated by 
the country in which they settle? The 
individual may do what he likes without 
attracting much attention. When the 
emigrants are considered collectively, 
however, especially when they are defi- 
nitely supported by their Government, 


the question assumes an entirely differ- 
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large, if they possess sufficient moral 
and physical strength and form a col- 
lective body, the immigrants can, 
either entirely or to a very large extent, 
avoid assimilation by a relatively weak 
society. If, on the other hand, they 
are themselves weak while the other 
country is strong, they will not be able 
to hold out. But, apart from all politi- 
cal action, if they belong to a non-as- 
similablerace and are more frugal in their 
habits than the people among whom 
they settle, they will end by securing 
their position, as it were, biologically. 

Problems raised from the Point of 
View of the Countries receiving the Immi- 
grants.—To what extent are such coun- 
tries entitled to refuse immigrants? 
This refusal is, of course, strictly within 
their sovereign rights. In practice, 
however, they only can refuse if they 
are strong enough to do so, because, in 
reality, immigration laws are only 
maintained by military strength; other- 
wise those whose interests are thereby 
affected would use force to have them 
withdrawn. 

On the other hand, is it possible to 
discriminate between immigrants— 
that is to say, to refuse those who are 
non-assimilable or are so regarded, to 
discourage those whom it is difficult to 
assimilate, and to reject those who are 
not willing to be assimilated? Can 
exceptions be made, not only in respect 
of races, but in respect of countries? 
In short, is discrimination, which we 
are endeavouring to eliminate in regard 
to the exchange of commodities, to 
remain in the case of the exchange of 
population? 

The gravity of these problems will 
be recognized by all, especially as we 
have to ask ourselves to what extent 
these refusals are anything but political 
solutions. Experience shows that arti- 
ficial barriers to prevent immigration 
may to surmount. 


Nevertheless, can force be regarded as 
a final solution in the case of a per- 
manent racial disequilibrium? It is 
well to remember that although this is a 
political, it is not a biological, solution. 

The Possibilities of International 
Action.—In the long run, it is doubtless 
difficult and even impossible to fight 
against biological disequilibrium; if 
barriers are raised, they will last as long 
as a country is strong enough to main- 
tain them, but the pressure will con- 
tinue and will in all probability take 
other forms. 

Nevertheless, agreements can be 
drawn up between countries exchang- 
ing their inhabitants, especially as, in 
certain cases and subject to certain 
guarantees, immigrants may be wel- 
comed and desired by the countries 
receiving them. There have been, 
and still are, a large number of treaties 
concerning the admission, refusal and 
limitation of immigrants or labour; there 
is no reason why concessions and advan- 
tages should not be equitably panted 
by both parties to such treaties. © 

In future, it may perhaps be possible 
to go further and to determine or in- 
fluence by agreement the actual size of — 

populations—for instance, in order to 
reduce the international pressure of an 
over-populated country. Shall we one 
day witness an international confer- 
ence for the limitation of births in - 
tain countries or groups of countries? _ ‘Sm 

In the same spirit, we might enquire 
whether it will be possible, in regard to — 
this same question of the exchange o 
population, to pass from the 
tual to the international sphere. Can 
we devise principles of international 


equilibrium of It is 
mature to attempt to answer this ques- _ 
tion, the problem is certainly one that __ 
can be studied and is deserving of study. — 
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Ir was iasiaiiadedi intended to include the following articles in the aiid 1930 

volume of The Annals on “‘ Real Estate Problems,” but several of them arrived 
too late for inclusion and it was therefore decided to publish all of them in a 
separate supplement, under the title “Foreign Land Problems.” 

The articles on land problems in various Central European countries set forth 
clearly land policies which have been evolved in postwar years. They indicate a 
definite tendency on the part of governments to encourage land settlement in 
small, self-sustaining economic units, and reflect a reversion to small-scale 
agriculture. Whether this movement is fostered by a desire for self-sufficiency 
or to cultivate the spirit of nationalism which has been so conspicuous in various 
countries in late years, the fact remains that a number of Central European 
countries have definitely resorted to a policy of expropriation of large land hold- 
ings. 

Two distinct tendencies in rural land utilization are apparent today. In 
Russia, constant emphasis is placed on collectivization of agriculture, on the 
combining of small individual holdings into ever larger integral units. The trend 
toward concentration in agriculture in the United States in recent years, as re- 
flected in large farming corporations, is likewise apparent. In view of these 
tendencies, it is interesting to note the opposite movement in rural land utilization 
in some countries. The possible economic and social effects of these opposite 
developments should invite the serious attention of all students of land problems. 

Acknowledgment is herewith made to the several authors of the respective 
articles for their valuable contributions to a better understanding of “Foreign 
Land Problems.” 
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T is not easy to understand under 
what conditions the housing prob- 
lem has been placed before the whole 
community in Austria, since no other 
country has experienced such a great 
change in its economic life as has this 
small new country in Central Europe. 
In particular, a country like America, 
which has not experienced inflation and 
deflation in recent years, will have 
some difficulties in understanding the 
new means which had to be found in 
Austria for helping the people to get 
houses. If frequently the housing 
work of the municipality of Vienna is 
marked as “real Bolshevism,”’ it is 
merely because foreigners do not un- 
derstand all of the difficulties. Before 
we can describe what has been done in 
Vienna, we must first portray briefly 
the situation as it formerly existed. 


Post-War FINANCIAL SITUATION 


After the World War, the new Aus- 
trian Republic had not only lost the 
market of the old Empire, but also the 
foundation of its currency. The Aus- 
trian ““Crown”’ rested on the property 
of the old Empire, and not on that of 
the poor and small country which is 
now Austria. Thus inflation, resulting 
in the devaluation of money, may be 
attributed to the new provisions of the 
peace treaties. All people who had 
money invested in securities, such as 
shares and mortgages, or in banks and 
savings funds, as deposits, lost all, and 
most of them had no possibility of sal- 
vaging anything from the debacle. 
Not only the money of private persons 
was lost; the capital funds which were 
necessary to reconstruct the economic 
life were also gone. The country was 
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without capital and largely without 


houses. During the war practically 


no houses were built, and the roads Be) > 
which Austria had reconstructed with 
the labor of prisoners of war were inthe _ 


new states or in Italy. But nothing 
was done for the new Austria, which 
was never very important to the 
economic life of the old Empire. Only 


Vienna, the north of Styria, and some © r 
parts of lower Austria were of impor- _ 


tance. In such a situation, nobody 
could help under the old forms of 
economic organization and nobody 
could wait until the reconstruction of 
the new economic foundations was 
finished. We would not have had one 


house built if we had waited, since the ie 


reconstruction of Austria is not com- > 
It was necessary 


pleted even today. 
to find other ways. 


Moreover, the situation in all hous- _ 


ing questions was made more difficult, 


since in the old Empire, by an order a f- 


from the Austrian Emperor, it was 
forbidden during the war to ask more 
money from the tenants and to increase 
the rents of lodgings. 
to prevent the housewives of soldiers, 
who could not pay higher rents, from 
being evicted from their homes. After 


the war, at a time when we had no] 


foodstuffs, no money, and when thou- 
sands of people were unemployed, it 
was necessary to change the imperial 
order into a law which constitutes 
the Mieterschutz (tenants’ protection) 


for the time being. Thus, the rents of _ 


The order was 


tenants are very low in Austria,andno 


one who would build a new house could 


get an increase from rentals sufficiently _ | 


high to be able to pay the interest on 


the invested capital. If the majority 
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Of a nation has lost everything it has 
accumulated, because of the recon- 
struction of the state, the nation has 
the right to ask that the others, who 
have not lost their property, since it 
_ was invested in houses, should sacrifice 
a part of their rents to help the poorest 
_ people in the world. This is not Bol- 
shevism, but justice. 
But, the new law provides that the 
tenant shall pay for all that is necessary 
_ to keep the houses in order. Thus, 
the rent of every tenant is divided into 
three parts, one part being given to the 
owner. Five per cent of the value of 
the house in pre-war “gold crowns” 
is the new rent allotted to him. The 
tenant also has to pay the cost of light, 
the cleaning of the floors, the repairing 
of the roof, and all other parts, which 
are used jointly by all tenants and not 
by one tenant only. This part is 
called “costs of production.” The 
_ third part must be used for new addi- 
ma tions and improvements to the house. 
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New houses have been necessary in 
all countries where during the war no 
new houses were built. In all states 
the housing problem had to be solved, 
The municipality of Vienna has 
adopted the following measures in the 
solution of this problem. If someone 
has a home, he is richer than the person 
who has no home, or who has only one 
room. All people who have rooms, 
who are better off than the others 
without a home, must pay a tax, the 
proceeds of which are spent for new 
houses. The larger lodgings pay more, 
while the smaller ones pay less. When 
the owner collects the rent, he also 
collects the tax, called Wohnbausteuer 
(tax for dwelling construction) and 
receives ten per cent for his work as 
collecting agent, but never more than 
twenty schillings (three dollars) per 
month. The Wohnbausteuer is levied 
on a rapidly rising scale. The tax from 


y m For this reason, the third part is put in every lodging in 1924 was collected on 
a fund which is administered by the the following scale: 

= 


ewner and from which all the costs of 
renovation are paid. If there is not 
enough money in the fund, it is possible 
that by negotiations between the owner 
and the tenants it may be agreed that 
the rents will be increased for a short 
_ time, and thus the money that is re- 
quired is made available for the renova- 
_ tions. Thus, the owner has no income 
i 2 from the house rents except the five per 
cent of pre-war valuation, but the house 
ai. is kept in repair and will not lose the 


For rooms for which more than six 
thousand gold crowns were paid in rent 
before the war the scale follows a new 
progression, but we have only a few 
such lodgings and stores in Vienna. 
Also, for the stores we have a scale 
which begins with nine per cent and 
rises to twenty per cent. What this 
means, we can show in a few typical 
samples. (See table). 

These charges are distributed among 
various classes in such a way that 
82.078 per cent of all oe and 
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MunicipaL Houstine DEVELOPMENT IN VIENNA — 
Taxes for One 
Rent Type of Lodging Year Per Cent 
(in gold crowns) (in schillings) 
$60.....................| Workers’ home 10.80 2.083 
1,200.....................|Better middle-class home 42 2.43 
The same in better districts or 72 2.7 
better constructed 108 3.125 
3,000 | 150 $3.47 
5,000 | 420 5.83 
10,000 . Luxurious lodgings 1,620 11.25 
50,000 $1. 625 
100,000 52,770 36.64 


stores in Vienna, that is, 519,413, have 
to pay the lowest of the taxes in the 
scale, and only 22.332 per cent of the 
tenants must pay higher taxes. Eighty- 
nine of the most expensive houses in 
Vienna, each yielding more than one 
hundred thousand gold crowns in rents 
annually before the war, pay 4,173,848 
schillings for lodging, which is equal to 
the sum which thirty-five thousand 
workers’ homes must pay on rentals of 
six hundred gold crowns in pre-war 
time. In 1928, the municipality of 
Vienna raised 35,800,000  schillings 
from the lodging tax. Every year it is 
possible to obtain more, because new 
houses are being built, and every tenant 
who wants to get a home must pay the 
tax. The housing tax will not yield 
all the capital which is necessary for all 
the new houses that the municipality 
of Vienna desires to build. Since the 
municipality levies a large number of 
other taxes, it is possible to use in the 
neighborhood of one hundred million 


schillings every year for new houses. 


Houses FINANCED BY TAXES 


It is too complicated and requires 
too much space to explain all the 
other taxes, but the most important 
thing is that all houses are financed by 
taxes, so that no capital savings are 
invested, since taxes are not constant 


capital. They are paid for one year 
and are used in the same year, That is 
the reason why the lodgings can be 
built very cheaply, and all foreigners 
who come to see the new houses are 
always astonished at the low rents paid. 
Only small lodgings are built, since the 
need for cheap lodgings is much greater 
among the poorer classes than among 
the richer ones. For one room, a 
kitchen, and a reception room (V orzim- 
mer) people must pay from ten to 
twelve Austrian schillings per month 
($1.50 to $1.80). The rent is paid per 
square meter of floor space, so it is 
difficult to say exactly what every 
lodging costs. But all small lodgings 
do not pay in taxes and in all other 
duties more than two to three dollars a 
month. Poor people, such as the 
Austrians, with almost one hundred 
thousand out of six and one-half mil- 
lions constantly unemployed, could not 
continue life if they did not have pro- 
tection and some help for the poor. 

The municipality at first promised to 
build twenty-five thousand lodgings. 
Up to the present time, it has built 
forty-five thousand lodgings, and soon 
sixty thousand lodgings will be com- 
pleted in Vienna, owned and built by 
the entire community of Vienna. 

The new houses are not houses such 


as the private owners have always built. — 


ty, 


ry in 
Tr no 
tates 
ved, 
has 
| the 
eone 
one 
oms, 
hers 
the 
new 
hen + i 
¥ 
and 
c as 
han a 
fed 
vied 
rom 
| on 
‘ 
at 
ent 
1eW 
few | 4 
na. 4 
ale 
und 
his 
cal 
ng 4 
od 
nd 


i i 
» 


“Saee houses are cheaper than small 
se ones, so the municipality has, with the 
help of architects, constructed a new 
style of dwelling. The houses are 
small parts of the city rather than 
individual houses. They have courts, 
gardens, playgrounds for children, 
electrically equipped kitchens, bath- 
rooms, and other accommodations. 
_ The gardens are very nice, and the 
_ municipality has an army of gardeners 
to keep all grounds in order. Flowers 
are always found in these gardens, and 
there are pools in which the children 
may play, which we call in German 
_ Plantchbecken (splash basins). Only 
two tenants have their lodgings on 
each partitioned floor, so that if two 
hundred or more families live in such a 
_ tenement, all have the feeling of being 
a alone on their floor. Every lodging 
has a gas cooking stove and electric 
 lights—something very new in Europe 
—a kitchen sink, and a small laundry 
o stationary tubs so that the kitchen 
be kept clean. Lodging standards 
ee ; were not very high before the war and 
~ most of the lodgings were badly built, 
with very poor accommodations. 
Most of the new home installations 
which are common in America were 
unknown to the poorer people in 
Vienna. The new houses for the first 
time provide for the poorer people al! 
these things which they never before 
had. The improved lodgings and the 
better home life have given a new 
direction to the culture of the whole 
people. 
Not only were capital funds neces- 
sary to build new houses. The land 
had also to be gotten, in order to build 
the houses in large gardens. It was 
very difficult to get the lands cheaply, 
and all the old houses were no longer 
fit to be used. It was fortunate that 
no private owners were in the market 
for lands to be used for dwellings, so 
that the _ buyer was the munici- 
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pality of Vienna. Being in need of 
capital funds, the owners of such lands 
had to sell, and so they sold their es- 
tates to the municipality, which in the 
last year bought 16,430,000 square 
meters of land. In 1927, it was the 
owner of 26.51 per cent of all land in 
Vienna, exclusive of the streets, the 
public squares, and the rivers. 4 


PROVISIONS OF THE NEw LAw | 


This summer, after a heavy struggle, 
we obtained the passage of a new law 
for the Mieterschutz. Now the owner 
receives for every gold crown on pre- 
war rents twenty Groschen for the 
lodgings with a rent up to twelve 
hundred gold crowns, and _ twenty- 
three Groschen for the higher rents up to 
two thousand gold crowns. For still 
higher rents, voluntary leases may be 
made between tenants and owners. 
The owner must now pay out of the 
higher rent the cost of additions and 
improvements, and only the “costs of 
production”’ and the taxes are paid by 
the tenants. This concession had to 
be made to obtain the agreement of the 
state to loan four hundred and fifty 
million schillings in the next three years 
to other towns and smaller municipal- 
ities, which have no right to levy their 
own taxes, as does Vienna. Vienna is 
not only a municipality, but also one of 
the small states of Austria, which is 
composed of a federation of states, like 
Switzerland. This gives Vienna the 
opportunity to enlarge the program for 
new buildings in the next years, and the 
new law will afford Vienna the oppor- 
tunity to condemn old houses when the 
owner will not sell them, or will sell 
only at prices out of proportion to their 
values. Frequently the municipality 
was not able to buy such old houses, 
even if it was no longer possible to allow 
people to live in them, since speculators 
who owned them tried to realize higher 
_— — it is possible in such cases 
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to set up a commission of public bodies, 
which can decide what is to be paid, 
and the owner must sell the house and 
accept the established price. 

It is a large organization which is 
necessary to realize the new housing 
plan set up by the municipality of 
Vienna. All the houses are built by 
the building department of the munic- 
ipality and all materials are bought 
by this body, so that it is possible to 
get the lowest prices. Thousands of 
workers in nearly all industries have 
secured work as a result of this housing 
scheme, and if we had not had building 
by the city of Vienna we would have 


= 
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had some thousands more unemployed. 

When foreigners come to our country 
they will see that a new Vienna is in 
the making, and soon the municipality 
will try to destroy the old houses in all 
parts of the city and build not only new 
houses, but also a higher culture for the 
people in all the lodgings, cheap and 
healthful. If we ask what is our duty 
toward developing adequate housing 
for a people, we must say: Keep them 
in good health, make them happier, 
and give them more culture, but ask 
little money for all this. That is the 
plan which we trying to realize i 


Vienna. 
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Public Guidance in Rural Land Utilization in Denmark 


By K. J. KristENsEN 
Statistician, Central Valuation Board, Copenhagen, Denmark _ 


principle in Dan- 

ish legislation with regard to land 
division, which is the very basis of land 
utilization, is to preserve the existing 
independent farms and to encourage 
the establishment of new farms in order 
to secure to the greatest possible 
extent an independent living for the 
rural population. 

This tendency in Danish legislation 
had its historical origin centuries ago, 
and emanated from several somewhat 
different sources: the opposing interests 
of the peasantry and of the feudal 
landlords; the military and financial 
interests of the Crown, in protecting 
the farmers and in preventing their 
land from being converted into tax-free 
manorial land under the direct owner- 
ship and cultivation of the landlords; 
and, occasionally intermingled or iden- 
tical with such economic and political 
reasons, the more social aim of insuring 
the welfare and well-being of the people. 

This trend has been followed with 
rather small deviations, no matter 
whether the conditions existing at 
any time were favorable to large or to 
small holdings. The social aspect has 
gradually come more and more to the 
front and has now, after some experi- 
ences during the World War, found a 
very clear expression in two acts, 
dated April 3, 1925, with regard to 
agricultural holdings and the division 
or the assembling of such holdings. 


Pre-War Economic 
- Until the outbreak of the World War 


economic conditions had for a very 
long period of time been favorable to 
small holdings and medium sized 
Under ouch legisla- 


farms. 


tion which aimed at the preservation 
and the creation of the greatest possi- 
ble number of independent holdings 
resulted in a steady increase in the 
number of existing independent farms, 
in spite of the inevitable transforma- 
tion of agricultural lands to non- 
agricultural uses. 

During the war, and for some years 
following, economic conditions were 
favorable to large grain-growing farms 
and were unfavorable to small farms, 
which are chiefly devoted to animal 
production and are to a great extent 
dependent on the import of foreign 
fodder. 

Under these circumstances, practi- 
cally all subdivision for the establish- 
ment of new small holdings ceased, 
while at the same time a number of 
existing small holdings were purchased 
for the enlargement of farms. 

To retard this tendency, provisional 
legislation was enacted in 1918, which 
prohibited the closing down of any 
existingfarm. This provisional legisla- 
tion, which was renewed from year to 
year, was replaced by permanent 
legislation in 1925. 

The act of 1925 states that an exist- 
ing agricultural holding shall in the 
future be continued as an independent 
holding; that it shall have buildings 
and occupants who cultivate the land 
and inhabit such buildings; and that 
no part of the land shall be joined in 
the rotation of any other farm. 

No part of the land of an agricultural 
holding can be leased for a period 
longer than five years without the 
special consent of the Ministry of 
Agriculture, which consent is not to be 
given unless such land can be legally 
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1 crown=26.8 cents at par. (Editor’s note.) 


separated by sale from the agricultural 


holding in question. If the buildings of 
an agricultural holding should be devas- 
tated or damaged by fire or otherwise, 
the owner is forced by law to rebuild 
or to repair the necessary buildings. 

Buildings are to be properly insured 
against fire in a recognized fire in- 
surance company. 


DEFINITION OF AGRICULTURAL 
HoLpING 


_ An agricultural holding is considered 
to be any holding with at least one 


hectare! of land having a land value 
of at least one thousand crowns,” 
which is wholly or partly used in the 
growing of agricultural or garden 
products, or in the cultivation of fruit 
or seed, and which is at present 
improved with buildings occupied by 
the persons who cultivate the land. 
All properties included in the act shall 
be recorded as agricultural holdings 
by the Register of Title Deeds and 
Mortgages, and the duty of enforcing 
the act rests upon the police authorities 
and assessors who make the general 
valuation for purposes of land value 
taxation. 

In connection with the act on agri- 
cultural holdings, a special act of April 
8, 1925, makes provision for the 
detachment of parcels of land from 
agricultural holdings, whether for the 
establishment of new holdings or for 
the enlargement of existing farms. In 
accordance with the principle laid 
down in the act, such detachment 
may, as a rule, be made only when the 
remaining principal parcel of an agri- 
cultural holding is large enough to 
support a family. The area which is 
considered necessary increases, ac- 
cording to the fertility of the soil, 
beginning with seven hectares of the 


most fertile soil. 
11 hectare= 2.47 acres. 


(Editor’s note.) 
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The Ministry of Agriculture may 
consent to exceptions from this general 
rule when justified because of special 
circumstances. The most important 
instances of this nature are enumerated 
by the act: 

(1) When the land of an agricultural 
holding consists of dispersed and 
distant lots, or when (in case of 
barren soil) the area is so large that a 
further detachment is reasonable. 

(2) When an urban district has 
developed near the property. 

(3) When land is required for public 


use. 

(4) When land is required for build- 
ing lots; for allotments; or for the 
erection of small holdings. 

(5) When the market value of the 
land is considerably higher than is its 
value as agricultural land. 

The addition of land to an agricul- 
tural holding is always permitted, 
provided that the detachment can 
legally be effected and provided that 
no agricultural holding is closed down. 
On recommendation of the Municipal 
Council, the Ministry of Agriculture 
may permit the amalgamation of small 
holdings, provided that the total area 
does not exceed three hectares if the 
land is of the best quality, or equals 
a corresponding area of an inferior 
quality of land. The observance of 
the law is assured by the fact that a 
parcel cannot be detached without the 
consent of the Ministry of Agriculture 
and that no legal transfer can be 
effected or recorded by the Register 
of Title Deeds before such authoriza- 
tion has been obtained. 


DEVELOPMENT OF New Ho.pInGs 


These two laws have the effect of 
insuring the maintenance of all existing 
independent holdings, if farming is the 
most profitable use of the land. At 
the same time, the possibility of sub- 
division for the development of n 
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agricultural holdings is always open. 
When economic conditions are un- 
favorable, the result will be a constant 
increase in the number of independent 
farms. Furthermore, the establish- 
ment of new large estates will be 
practically impossible, inasmuch as 
this can very seldom be brought about 
without closing down existing in- 
dependent holdings. 

It should be mentioned that associa- 
tions which are formed for the sole 
purpose of buying farms having an 
area of not less than forty hectares, 
for the purpose of dividing them into 
small holdings, can be granted a loan, 
not exceeding the capital owned by the 
association and not exceeding one 
hundred thousand crowns. 

In various ways the state will give 
direct support to the development of 
new agricultural holdings. The most 
direct and efficient support has been 
effected by the different acts regarding 
the development of small holdings, 
and by the special land acts of 1919, by 
which glebe land and land taken over 
by the state from fiefs, family estates, 
and entails was disposed of for division 
into small holdings. 

Since 1899, aid has been granted for 
the formation of smal] holdings. Un- 
til 1909, the holdings which were de- 
veloped by such aid were too smal! to 
support a family, but since 1909 the 
aim of legislation has been to develop 
holdings large enough to do so. 

The support of the state was given 
by granting a loan, amounting to nine- 
tenths of the total cost of the holding. 
A low rate of interest was charged and 
the loan was repayable in installments 
over a long period. When prices went 
up during the war, a direct subsidy for 
the erection of buildings was granted 
and in later years this practice has 
been continued by granting a part of 
the public loan free of interest. In 
this way fourteen thousand smal! hold- 
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ings have been developed since 1899, 
the loans and the grants from the 
exchequer amounting to one hundred 
and thirty-two million crowns. 

The act now in force was passed in 
1924, but some amendments were 
enacted in 1927 and 1928. According 
to this act, the holdings must have an 
area of at least two hectares, if the land 
is of medium quality. The average 
area per holding has in recent years 
been about eight hectares. The loan 
for the erection of buildings must not 
exceed a maximum amount per hold- 
ing, which amount is fixed for every 
fiscal year by the Ministry of Agricul- 
ture after hearing the reports of the 
Finance Committees of Parliament. 
For the year 1930 this maximum is 
fixed at nine thousand crowns, and the 
loan for the purchase of land is not to 
exceed a maximum of seventy-five 
hundred crowns. 


Pusuic Loans 


The public loans granted are not 
to exceed nine-tenths of the total value 
of the holding, plus stocks and imple- 
ments, and cannot exceed the purchase 
price of the land and the cost of the 
buildings. The rate of interest is 
four and one-half per cent. Out of 
that part of the loan which is granted 
for the erection of buildings the holder 
wil] have to pay interest on eight 
thousand crowns only, if this loan is 
the maximum, and a corresponding 
amount, if the cost of buildings is 
lower. 

When five years have elapsed from 
the time of the granting of a holding, 
the loan is to be repaid by insta]lments 
over a very long period of time, the 
installments at first being only one per 
cent of the building loan. The part 
of this loan which is free from interest 
is paid off first. 

Since 1928, public loans have been 
granted for the development of hold- 
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ings of considerably greater size in 
those districts having comparatively 
small populations. In such districts, 
holdings may be established with a 
maximum loan for the purchase of land 
of fifteen thousand crowns and a maxi- 
mum cost of buildings of twelve 
thousand crowns. The holdings are 
transferred to the holders as freehold 
property, except that certain services 
are compulsory for the purpose of insur- 
ing the maintenance of the properties as 
one independent and undivided hold- 
ing, as security for the public loan, and 
so forth. 

The individual requirements neces- 
sary to obtain a public loan are that the 
prospective holder: (1) enjoy the rights 
of a citizen of Denmark; (2) be of age 
(as a rule he must be at least twenty- 
five years and not over fifty years); 
(3) shall not have been sentenced by 
any court for an action dishonorable 
according to public opinion, and for 
which he has not been rehabilitated; 
(4) shall not have received poor relief 
from the parish, which has not been 
repaid or remitted; (5) shall have 
earned his livelihood by agricultural 
work for at least four years after his 
seventeenth year; (6) be able to pro- 
cure a testimonial from two trustworthy 
persons thoroughly acquainted with 
his affairs, to the effect that he is a 
sober and thrifty person who may be 
supposed to be suited for taking over 
such a holding; (7) be the owner of 
sufficient means to take possession of 
the holding; and (8) be unable by his 
own means to acquire a property of 
the kind contemplated by the act. 


Function oF County CoMMISSIONS 


The purchase of land and the erec- 
tion of buildings is left to the holder 
himself, although it may be the duty 
of the parish council under certain 
conditions to designate land for that 
purpose. The administration of the 
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act is entrusted by the Ministry of 
Agriculture to local commissions— 
County Commissions for the creation 
of Small Holdings. These commis- 
sions are expected to guide the would- 
be holders to the best of their ability 
both with regard to the purchase of 
land and to the erection of buildings. 

Very important has been the codper- 
ation with associations for the purpose 
of dividing larger farms into new hold- 
ings. Through these associations it 
has generally been possible to obtain 
land at a more moderate price than by 
the ordinary purchase of a single parcel. 

Although a considerable number of 
new holdings have been created in 
accordance with this legislation, well- 
founded criticism has arisen, based 
especially on the experiences with re- 
gard to the purchase price paid for the 
land for such small holdings. In- 
vestigations have shown that the aver- 
age price paid for land without build- 
ings for the creation of small holdings 
was practically the same as the price 
paid for land with buildings when ordi- 
nary farms were sold in the open mar- 
ket. The price amounted to eighty per 
cent more than the current valuation 
for land value taxation, according to 
which the land had to be assessed at its 
market value, on the assumption that 
it belonged to a medium sized farm. 

It seemed evident that at least part 
of the public support would be lost 
by granting purchase money for land. 
It might be feared that the greater price 
paid for land for the creation of small 
holdings with the support of public 
loans would increase the price to be 
paid for agricultural land in the open 
market by persons without such sup- 
port, and that in this way public 
activity for the development of small 
holdings would mean a check on private 
enterprise in the same direction. At 
the same time, it was argued that high 
land prices and the resulting heavy 
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mortgaging of new holdings would be 
a menace to the holder, especially 
when conditions of agriculture were 
becoming less favorable. 


Lanp Acts oF 1919 


As a result of this criticism new 
methods were adopted under the land 
acts of 1919. The principle laid down 
in these acts was that public land, or 
land acquired by the state, should be 
available for subdivision, that the trans- 
fer of land should be at a fair and a 
reasonable price, and that the tenure of 
the holding should be of such a nature 
that the holder should be relieved of 
future decreases or increases in the 
prices of land. 

The land acts of 1919 include two 
separate acts, dated October 4, 1919, 
under which the conditions of sale are 
settled for glebe land and for agricul- 
tural land belonging to the state. 
A third act of the same date assures 
to the state considerable areas of agri- 
cultural land and considerable funds 
for this purpose, by permitting or 
rather compelling existing fiefs, family 
estates, and entails to be converted into 
freehold property, on the condition 
that a considerable part of the land and 
of the capital belonging to them should 
be surrendered to the state for the pur- 
pose of establishing a land fund for 
developing small holdings. 

This act has resulted in the conver- 
sion of all such estates and entails into 
freehold property. This is in itself 
of considerable importance for the use 
of Danish agricultural] land, for it is 
likely in the course of time to cause big 
estates and big farms belonging to them 
to be broken up and divided by sale 
and by inheritance. 

The act provided that when an 
owner did not avail himself of the 
opportunity afforded by the law of 
converting his estate into freehold 
property before the end of 1921, an 
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annual tax should be paid to the ex- 
chequer amounting to one and two- 
tenths per cent of the value of the 
property, if the property was subject to 
reversion; otherwise, an annual tax of 
one per cent should be paid. 

When the owners availed themselves 
of the right to convert their estates and 
entails into freeholds, they had to pay 
to the exchequer twenty-five per cent 
of the value of the property, subject to 
reversion to the state, and twenty per 
cent of the value of other property. 
At least one-third of the land had to be 
handed over to the state, upon pay- 
ment of a certain compensation. 

In calculating the sums payable to 
the state, the valuation for property 
tax was to form the basis for real estate 
valuation, and in calculating the com- 
pensation the basis was to be the 
valuation for land value taxation, i. e., 
such price as a prudent purchaser could 
be expected to pay for the land if it be- 
longed to a medium sized farm. In 
this calculation no regard was taken to 
injury caused to the remainder of the 
property by the severance, nor to the 
value of buildings standing on the de- 
tached land beyond the value which 
such buildings might have, when the 
land was used for the establishment of 
small holdings. But, the owners had 
the right to select suitable land them- 
selves and even to surrender land out- 
side the property subject to entail. 
The compensation was paid out of the 
Jand fund. 

This fund has now reached an 
amount of one hundred million crowns, 
which, besides the accumulated inter- 
est, is wholly intended for the establish- 
ment of small holdings. The land 
surrendered by fiefs, family estates, and 
entails, has amounted to nearly thirty 
thousand hectares of generally very 
fertile agricultural land. The act of 
October 4, 1919, regulates the condi- 
tions for the sale of public land, but 
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pertains not only to this land, but to all 
land belonging to the state which, ow- 
ing to its nature and its situation, is 
most suitable for farming. Such land 
must be sold only on certain terms 
stipulated by the act, while transfers in 
the form of building sites or of lots may 
be effected on the same terms. 

The land must be divided into par- 
cels, preferably so large that each parcel 
is sufficient to support a family em- 
ploying its own labor. Parcels may be 
added to an existing holding, provided 
the area of the holding shall not exceed 
an area corresponding to seven hectares 
of land of medium quality. Since 
1924, such a parcel may, however, be 
sold as ordinary freehold. ’ 

RareorRext 

When land is sold in accordance with 
the act of 1919 no purchase price is 
paid, but a rent charge is made on the 
property, fixed at two and one-quarter 
per cent semi-annually on the value of 
the land assessed by the valuation 
authorities in charge of the valuation of 
land for land value taxation. Upon 
each general land valuation the rate of 
this rent charge will be fixed by the 
Minister of Finance, with due regard to 
the average price during the previous 
five years of the bonds of current series 
of certain leading credit unions. In 
fact, the rent charge has never been 
fixed at the full rate of interest which 
might be realized from such bonds. 
In recent years it has amounted to 
about five per cent. 

The land shall, at the time of transfer 
and at each general land value taxation 
period, if it is destined for agricultural 
purposes according to the conditions of 
sale, be assessed at the price that a 
prudent buyer might be willing to pay 
for it if it belonged to a medium sized 
farm. Should the land be put to any 
use other than agriculture, the valua- 


tion must take this into consideration. 
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In revaluations, the value which has 
been added to the land as a result of in- 
vestments by the owner since the first 
valuation shall be discounted. 

As previously explained, farmers who 
cannot with their own resources ac- 
quire property of the kind contem- 
plated by this act may obtain a loan 
from the land fund for the erection of 
buildings. Should the property be 
transferred to another person, the 
government may demand the whole or 
part of the difference between the 
amount of the interest paid and the 
amount which would have had to be 
paid if interest had been payable on 
the whole loan. A person to whom 
property has been transferred under 
the conditions laid down in the act 
exercises, with few restrictions, all the 
essential rights of anowner. The most 
important of these restrictions are the 
following. 

If he proposes to transfer the prop- 
erty to persons other than his heirs, 
the government has the right of 
preémption over the land and the 
buildings at the original purchase price 
and cost of the buildings, with an 
addition for the value of improvements 
of the property due to the work and the 
investments of capital of the owner. 

The owner is not allowed, without 
the consent of the Ministry of Agri- 
culture, permanently to impair the 
cultivating value, such as destruction 
of the surface of the soil by digging out 
clay, chalk, and so forth. 

Provided buildings exist on the 
property, and provided the property 
is conducted as an independent holding, 
the owner shall live on it and manage 
it himself. He must not rent any 
part of the land or build any houses on 
it for leasing purposes. The property 
must not be divided, combined with 
other land, or exchanged with other 
land, without the special consent of 
ture. 
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The property must not be mortgaged 
for an amount higher than the amount 
of the public loan granted for the 
erection of the buildings. 

The personal qualifications for be- 
coming a holder are of the same 
nature as those laid down in the 
— small holdings act. 
ail DisposaL OF GLEBE LANDS 
The conditions laid down in the act 
of 1919 pertaining to the disposal of 
glebe lands for the formation of smal! 
holdings are very similar to the condi- 
tions laid down for public land. 
However, the rent charges are not 
added to the land fund, but are to 
belong to the Church. 

The land is to be sold for the erection 
of small holdings as soon as existing 
leases expire. In general, such land 
is held on either an eight-year or a 
fourteen-year lease. By the division 
of glebe land nearly twenty thou- 
sand hectares have been made avail- 
able for the development of smal! 
holdings. 

While the glebe land is distributed 
in small quantities over the whole 
country, the entailed land and Crown 
land is only available to any con- 
siderable extent in certain parts of the 

country. In order to make possible 
in such parts of the country where 
public Jand was not available the 
establishment of small holdings along 
lines laid down by the acts of 1919, 
the land fund is entitled to sell public 
land under ordinary conditions and to 
spend the sums so obtained for the 
purchase of other areas, preferably in 
other parts of the country where there 
is an unsatisfied demand for small 
holdings under the provisions of the 
acts of 1919. A sum of three million 
crowns was assigned for the purchase 
of land for this purpose. Subsequently 
ten million crowns have been ap- 
propriated for the land fund to buy 


land for this purpose, especially in 
those parts of the country which are 
thinly populated. 

Until 1928, the land acts of 1919 had 
resulted in the creation of forty-one 
hundred new holdings, while seventeen 
hundred existing small holdings had 
received supplementary land so as to 
be able to support a family. The total 
area distributed is about thirty-three 
thousand hectares, having a land value 
of thirty-five million crowns. The 
building loans granted amount to nearly 
fifty million crowns. 

The holders who receive land under 
the 1919 plan are safeguarded against 
having to pay an increased price for the 
land. This is secured to them through 
the rent charge on the land being fixed 
according to a valuation which, by its 
very principle, eliminates the enhanced 
price that is paid in the open market 
for small holdings. A valuation is 
made which is, as a general rule, in con- 
formity with the valuation for land 
value taxation and is usually somewhat 
below the market value of land beleng- 
ing to medium sized farms. 

Since the rent charge is regulated by 
periodic valuations every fifth year, 
according to the changing prices of 
land, it is obvious that the holders will 
not be adversely affected by a decline 
in the profit of agriculture so far as it 
finds its expression in a decline in land 
values. Under the land value taxation 
law of 1927, there was brought about in 
most parts of the country a reduction in 
agricultural land values of nearly ten 
percent. On the other hand, the hold- 
ers will not enjoy the advantage of a 
corresponding increase. The holders’ 
economic interests are not connected 
with land values, but solely with the 
value of improvements and stocks and 
with the profits of their own work. As 
a matter of fact, experience has shown 
that prospective holders prefer the 1919 
plan for the small holdings developed 
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along the lines of the general small hold- 
ings act. 


INFLUENCE OF LAND VALUE 
TAXATION 


In connection with the acts of 1919, 
it is interesting to note the influence 
which land value taxation has had upon 
the utilization of land. In fact, land 
value taxation, when the rate is of some 
significance and not a mere return for 
direct benefit accruing to the land 
through public activity, will be a 
burden to the holders similar to that of 
the rent charge to be paid by the small 
holders. The 1919 plan was influenced 
to a great extent by the same ideas, 
which in 1922 and 1926 have led to the 
inauguration and the extension of land 
value taxation, and which, if realized to 
their full extent, would have the effect 
of bringing all land values under public 
ownership. 

The land value taxation which is now 
in force in Denmark has only the effect 
of a partial shifting of the taxes on 
buildings and improvements to a tax on 
| land values. The average rate of the 

tax on land values in the agricultural 
districts is about sixteen crowns per 
thousand crowns of capital value 
(market price of the land), but varies 
greatly in different districts. In addi- 
tion, there is still a tax on the capital 
value of buildings and improvements 
amounting to three-quarters of the rate 
on land values, but with a tax-free de- 
duction of from three thousand to five 
thousand crowns per holding for local 
taxation, and ten thousand crowns for 
| state taxation. 

As the profit of large farms in pro- 
portion to land values will be consider- 
ably lower than that of smaller farms 
under present economic conditions, 
this taxation will be an incentive to 
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large farmers to dispose of some of their 
land or to cultivate it as far as possible 
and as intensively as is done in smaller 
holdings. This trend is strengthened 
by the fact that there is a tendency to- 
ward a relatively high taxation on land 
values in parishes where big farms are 
still prevalent. 

Although it cannot be proved by sta- 
tistics, it is undoubtedly true that land 
value taxation, as well as the old land 
tax which it has displaced, has had a 
beneficial effect in dividing agricultural 
lands into such holdings and in bringing 
them under that cultivation which, 
from a social point of view, must be 
considered most profitable. 

The results of land division brought 
about by the prevailing legal conditions 
—and, in recent years, partly by direct 
support from the state—may be gath- 
ered from the following figures, al- 
though there is an irreparable break in 
the statistical data for the years 1904- 
1905. 


Number of 
Agricultural Holdings 
140,000 
1885. 190,000 
wine 198,000 
Number of Agricultural Holdings in 
the Rural Districts having More 
than .55 Hectares of Land 
171,000 
186,000 
189,000 


* Not including Slesvig. 


The number of agricultural holdings 
established by direct public support 
since the year 1899 is about eighteen 
thousand, or nearly ten per cent of the 
total number of such holdings in the 
rural districts, and a good deal more 
than ten per cent of the number of 
holdings which are capable of support- 
ing a family. 


+ 


Land Reform in Mexico 


By Frank TANNENBAUM 4 
Institute of Economics, The Brookings Institution, Washington, 4 


District of Columbia 


HE Mexican revolution may be 

studied from many different an- 
gles. The fact that most readily im- 
presses itself upon the mind of the 
foreign student interested in land 
tenure is the legal one—the taking of 
land by the state from one person and 
the giving of it to another. In the 
long run, however, the greater signifi- 
cance may be found to attach to the 
technological, social, and economic 
change which the transfer of title is 
producing, and of which it is a part. 
In fact, it may well be that the Mexican 
upheaval was a protest against the 
antiquated, uneconomic, and wasteful 
utilization of land under the large 
plantation system. 


Economic Versus Po.uiticat Use or 
TENURE 


Every student of Mexico who has 
given any serious attention to the 
character of the Mexican land system 
has condemned it on economic grounds. 
It was, in fact, not an economic, but 
a political use of land tenure which 
underlay Mexican rural structure. 

_The large hacienda had its origin in 
military conquest rather than in eco- 
nomic necessity, and was perpetuated 
by political and military control. It 
was not used as an instrument of 
production, with an eye to profitable 
investment and adequate development 
of natural resources. It was used to 
perpetuate family prestige and family 
power, which were originally acquired 
through military conquest or political 
chicanery. 

The plantations, in so far as they 
served to supply an income to their 
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absentee owners, did so by an elaborate 
system of rentals and subrentals rather 
than by direct cultivation. What 
direct cultivation took place was only 
on the best of lands—in crops where 
the risk was the least possible. In 
fact, upon the very largest plantations 
the actual owners directly concerned 
themselves with cyclical crops, such 
as pulque growing, involving practi- 
cally no risk, or in cattle raising. The 
growing of cereals was largely left 
to renters, subrenters, and crop-sharers. 
It is difficult to generalize about a 
whole country, but, broadly speaking, 
it may be said that the Mexican land 
system before the revolution was 
largely a rent-producing institution. 

It should be clear that the few— 
perhaps fewer than a thousand large 
owners—who held the greater part of 
the lands of Mexico were practically all | 
absentee owners. A large proportion 
of them lived in Spain. The rest lived 
in Paris, in Mexico City, or in the 
capitals of the various states. They 
were not farmers. They were gentle- 
men, if you will, in the sense of being 
too genteel to be concerned with such 
mundane matters as plowing, planting, 
and reaping. They lived on rentals, 
collected by resident managers from 
renters, subrenters, and crop-sharers. 
The rentals were usually in kind. If 
one seeks for an explanation for the | 
poverty of the Mexican rural com- 
munity, this is where it is to be found. 

The large owners had neither the 
ability nor the capital to undertake | 


an adequate development of their 


huge estates. The owning family 


lived on from generation to generation, 
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taking what the resident manager 
could exact from a_ semi-starved, 
untutored, and overburdened half- 


Indian population. 


Basic Reasons FoR MEXICAN 
REVOLUTION 


To explain such a system and to 
point out why it lasted for so long a 
time would take us too far afield.' 
Be it enough to say that it was main- 
tained largely by a system of peonage, 
if not by a system of actual slavery. 
It was maintained by that weight of 
tradition, custom, and habit which 
makes what is the thing which ought 
tobe. It was maintained by a strange 
isolation of the rural community from 
contact with the civilized world—an 
isolation made possible not merely by 
the topography of the country and by 
the practical absence of all means of 
internal communication, but also by 
the sharp differences in climate, in race, 
and in culture, which broke Mexico 
up and divided it into numerous 
uncommunicating little worlds set 
apart from each other. It was main- 
tained by a shifting of the burden of 
taxation from land to the small urban 
population, by a system of high 
protective tariffs which made Mexican 
grown products dearer in Mexico than 
in London, by a complete neglect of 
public services, and by a reduction of 
the income of the common people 
to a starvation point. 

It is this broad fact that explains 
much of Mexican economic and politi- 
cal history. If one wishes to under- 
stand the basic reasons for the revolu- 
tion in Mexico, they are here. There 
were other factors, of course, political 
factors, social factors, international 


1The interested reader may be referred to 
the chapter on the “Economic Organization of 
the Hacienda,” in the author’s The Mezican 
Agrarian Revolution, Brookings Institution, 
Washington, D. C. (1929). 
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factors, and factors of internal politics 
and external investments. But, clearly 
enough, if the economic system based 
upon the large plantations had fed and 
clothed the people and had given them 
a standard of real income in any way 
comparable to modern needs, the 
revolution would, in all probability, 
have taken a very different course. 

To argue, as has been argued, that 
the revolution has destroyed economic 
cultivation of the land in Mexico is 
simply to reveal that one knows little 
about the old Mexican land system. 
It is true that there are many individual 
instances of good plantations gone to 
ruin, at least for the time being. 
What is more important, however, 
is that most large plantations before 
the revolution were mortgaged far 
beyond their value; that the common 
tool was a wooden plow drawn by an 
ox, or only a coa—a stick with an iron 
point; that the mass of the population 
was in bondage; that the plantation 
did not utilize a fraction of even its 
best lands; and, most important, that 
the lands best cultivated were those 
which had remained in the hands of 
the people in the villages. 


INCREASE IN URBAN POPULATION — 


The fact that imports of basic cereals 
have increased since 1910 merely 
proves that the urban population has 
increased. Since the development of 
railroads, the increasing urban popula- 
tion has been fed by imports from 
abroad, not because Mexico could not 
produce enough to feed its fourteen 
million people, but because it is, and 
was, easier to supply Mexico City 
from Vera Cruz or from the north by 
rail than to bring the native-grown 
grain on mule pack, even from a 
distance of fifty miles. The revolu- 


tion is thus an attempt to destroy not 
merely a feudal, political, and social 
structure, but, more significantly, an 


te 
er 
at 
y 
re 
n 
iS 
d 
h 
e 
t 
| 
3 
| 


q 


4 


tis 


attempt to destroy an uneconomic 
system of land utilization. 

It is important to note that all 
through the greater part of the nine- 
teenth century when prices of grain, 
wheat, barley, and corn were falling 
all over the world, they were rising in 
Mexico, because of increasing tariffs, 
and that wages which were rising all 
over the Western World were practi- 
cally stationary in Mexico for a hun- 
dred years. In order to keep itself 
alive, the hacienda system may be said 
to have succeeded in reversing eco- 
nomic trends which were world-wide, 
by a system of tariffs, on one side, and 
a system of feudal military politics, 
onthe other. It is here that the causes 
of the revolution are to be sought. 

It may prove true that the type of 
land ownership now being developed in 
Mexico will not effectively change the 
basic problem—that of producing 
enough to give the mass of the people 
an adequate standard of real income. 
However, that is another question. 
Its failure to do so would not prove 
that the old system was right; and 
judgment of the present program needs 
to be postponed until the process now 
taking place has had sufficient time 
to dig roots deep enough to nourish 
itself from the soil. With this as a 
general introductory note, we may 
turn to some other phases of the 
problem presented by the Mexican 
upheaval. 

At the outbreak of the revolution, in 
1910, one half of the rural population 
lived on plantations, and was tied to 
the soil by a system of debts which 
made them slaves in fact, if not in law. 
The other half lived in nominally free 
villages, crowded into small areas on 
the mountain sides, or hemmed in by 
huge surrounding plantations. ‘The 
large mass of the rural population was 
thus either directly resident upon, and 
kept tied to, the haciendas, or lived 
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dependent upon, and subject to, the 
rule of the large plantation. 

Of the 69,549 rural communities in 
Mexico in 1910, 56,825, or 81.7 per 
cent, were located upon large estates, 
In some states like Guanajuato, in the 
very center of Mexico, and with a 
dense population, 85.3 per cent of 
all the rural population and 96 per 
cent of all the rural villages were 
centered upon haciendas. That is, 
Mexico was essentially a feudal coun- 
try—a feudal country governed by a 
small upper class, for centuries recruited 
from Spain, foreign in outlook and 
disdainful of the underlying population. 


ForREIGN OWNERSHIP AND CONTROL 


Not only was Mexico a Spanish 
dependency for three hundred years, 
but, in essence, it remained a colony 
during the greater part of the one 
hundred years of its national inde- 
pendence. The land owner was largely 
a Spaniard and, more recently, not 
only a Spaniard, but a Frenchman, 
an Englishman, and an American. 
The mine owner was either Spanish, 
English, or American. The business 
man, even in the small retail trade, 
was largely a foreigner. The more 
recent oil man was almost completely 
a foreigner, predominantly English and 
American. 

It was this comparatively small 
group of foreigners, who, owning the 
land, the mines, the public utilities, 
and the oil wells, largely dominated 
and controlled the economic life of 
Mexico. During the Diaz régime, 
they certainly were the controlling 
influence in the country. How true 
this was may be seen from the fact 
that even as recently as 1923, more 
than ten years after the revolution 
started, one hundred and fourteen 
owners held nearly one-fourth of all 
the privately owned lands in the 
republic (22.9 per cent); while foreign- 
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ers, in spite of all the legislation 
against foreign holdings, held one 
fifth of the total area of the republic, 
and of these, Americans owned ap- 
proximately one half. 

This economic concentration, bad 
enough in any country, was here made 
worse by the fact that the upper 
classes, both foreign and native, looked 
upon the common people with disdain 
and contempt. The mass of the 
population is Indian, one half being 
more or less pure-blooded Indian, the 
greater part of the remainder being 
Mestizos, or mixed, and only a frac- 
tion being white. The upper classes 
looked upon this underlying popula- 
tion with contempt, and justified their 
economic policies on the ground that 
the mass of the people belonged to a 
lower stratum of humanity and that 
Mexico ought to look forward with 
satisfaction to the prospective dis- 
appearance of this class. 

To confirm their argument that the 
poorer classes of Mexico were unfit, 
the upper classes and their intellectual 
satellites invoked the theory of the 
survival of the fittest, as well as notions 
of racial superiority. The poverty of 
the poor proved their thesis. This is 
an interesting adaptation of a scientific 
doctrine to justify the political and the 
economic exploitation of one class by 
another and an indication of how such 
a situation may be converted into a 
morally satisfactory position. 

The foreigners—largely foreigners 
who under species of law were depriv- 
ing the mass of the rural population 
living in villages of its heritage in the 
land—were proving to their own 
satisfaction that not only was their 
behavior legal, but that it was con- 
sistent with the best doctrine of 
biological science and was socially 
a good thing, as well, because it was 
advancing civilization. They were not 
fortunes, but were 


at the same time winning favor and 
achieving grace. 


REBELLION oF RurAL PoPpuLaTION 


During a period of four hundred 
years the rural village population had 
gradually been forced to surrender 
their positions as free members of 
village communities and to an increas- 
ing extent had become peons who were 
tied to the plantations of foreign land 
owners, mainly Spaniards. By the 
end of the Diaz régime, those villages 
which had still retained their village 
life had been practically stripped of 
their lands and had been largely 
hemmed in within the boundaries of 
large plantations, upon whose good 
will their very existence depended. 

When the revolution broke out in 
1910, it was not essentially a social 
revolution. It was largely a political 
revolution and had as its immediate 
ends purely political objectives. But, 
the degree of irritation and social dis- 
content was such that the spark 
ignited the whole country and the 
underlying population, especially in 
the villages, rose in rebellion all over 
the republic. This was especially true 
in states like Morelos, Guerrero, 
Mexico, Tlaxcala, and Vera Cruz, 
where the rural population was still 
to a large extent living in village 
communities. It may be said that it 
was the village population which rose 
in rebellion to defend those rights 
which were,still theirs. It was the 
villages which fought the revolution, 
which won the revolution, and which 
to this date have held the revolution 
to its original program. 

One may, of course, ask what are 
the results of this revolution. It is 
difficult at this stage of the situation in 
Mexico adequately to summarize or to 
evaluate what the basic outcome of the 
Mexican upheaval will ultimately be. 
The movement is still in process, and 
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for the next twenty-five years that 
process is bound to continue. It may 
be true that the violence of the revolu- 
tion has now come to an end. If it 
has, it is only because it has succeeded 
in establishing channels for the devel- 
opment of its broader objectives with- 
out further violence. 

If, after twenty years of intermittent 
struggle, the land owners in Mexico, 
both foreign and native, are finally 
willing to permit this broad social 
process to work its way through those 
legal channels which it has now 
achieved, then it may prove to be 
true that the violent phase of this 
social change has been terminated. 
But, it seems fairly certain that unless 
such is the wisdom of the dominant 
and still powerful Jatifundistas in 
Mexico they will compel further vio- 
lence and further revolution in Mexico. 


LAND DISTRIBUTION FOR THE MAssEs 


The basic political fact in Mexico is 
land distribution for the mass of the 
people—land distribution by peaceful 
and legal methods, if possible, but by 
revolution and violence, if necessary. 
I am not saying that any one person in 
Mexico has formulated this as a 
program. It is merely an articulation 
of what seems to be the forces at play 
in the situation—forces which to date 
no one person or no one government 
has succeeded in stemming. They 
may perhaps be guided. They cannot 
be stopped. 

The reasons for this are varied 
and are perhaps out of place for dis- 
cussion at present. Fundamentally, 
the underlying population, mainly 
Indian and largely vocal through its 
village communities, has achieved a 
greater degree of cohesion, self-reliance, 
and self-consciousness than it has 
ever had in the history of Mexico. 
It has always wanted land. It has 
always been defeated and frustrated 
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in its demands. Through a combina- 
tion of circumstances, perhaps too 
complicated to unweave, it has at last 
found that it can fight, that it can in 
an emergency defeat government and 
government armies, that it can upset 
and destroy traitors to its basic pro- 
gram—and it will continue to do so to 
satiate its hunger for land. 

Peace in Mexico for the next genera- 
tion is equivalent to a continuance of 
the agrarian program. Come what 
may, that is the political realism of the 
situation. The first striking fact about 
the Mexican outcome, therefore, is the 
resuscitation of the village—resuscita- 
tion politically, culturally, spiritually, 
and economically. Whereas, previ- 
ously the dominant influence was the 
large plantation, today, and at an 
increasing rate, the dominant influence 
tends to be the rural Indian and 
half-Indian village. 

The village has at last won the fight 
against the plantation. It is gaining 
in population. In 1910, the villages 
represented 51 per cent of the rural 
population; in 1921 they constituted 
58.2 per cent. In 1910, they repre- 
sented 16 per cent of all rural com- 
munities in the country; in 1921, they 
constituted 21.6 per cent, and there is 
every indication that this growth of 
the villages has continued at an 
increasing rate since 1921. But, more 
than that, they have gained in political 
strength and in social prestige, and 
have changed the spirit of the rural 
community. Their resuscitation as 
communities is coincident with, and 
significant of, a changed position which 
the Indian as a race occupies in 
Mexico today, in contrast to the 
position he occupied ten years ago. 


RactaL RENAISSANCE IN MExIco 


The basic cultural traits which the 
Indian in Mexico presents are con- 
sidered to lie at the very base of the 
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future Mexico—to be its foundation 
stone. The Mexican intellectual, in- 
stead of talking of a dying and a 
beaten race, talks of the strong, 
bronzed race of the conquering Indian. 
That this is more than lip service is 
indicated not merely by the fact of 
land distribution to the villages which 
are so largely Indian, or by the social 
organizations that have grown up 
among the common people which are 
again predominantly Indian, but even 
more strikingly by the fact that the 
schools are being spread among them, 
that their common Indian folk songs 
have achieved the position of being 
taught and sung in the public schools, 
and that the great artistic renaissance 
is largely carried out by artists who 
are either predominantly Indian or who 
identify themselves as part of the 
racial renaissance in Mexico. 

In addition to the facts here pointed 
out, it is important to note that the 
revolution in Mexico has actually freed 
about one half of the rural population 
from a bondage which for practical 
purposes was equivalent to slavery. 
For the first time, at least in hundreds 
of years, the rural population is free in 
our sense of the word. It can move 
about, and does so. In some states 
one third of the rural population has 
in ten years moved from the plantation 
to the village. 


Tue Ejido LecisLatTion 


When we turn from these gains to 
the others of a more immediate and 
concrete nature and ask how much land 
has actually been distributed, the 
answer is as follows. Taking the large 
estates of Mexico, those of approxi- 
mately 12,000 acres, we find that they 
had a total area of 159,106,000 hec- 
tares in 1923. Comparing with this 
figure the total area distributed by the 
government under the Ejido legisla- 
tion—that is, the legislation which 
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takes by law private lands under 
condemnation proceedings for public 
utility and by means of compensation 
—we find that only 4,044,603 hectares 
had been given away by the end of 
1927, or approximately two and five- 
tenths per cent of the largest estates. 

If we take the total area of the 
country, the percentage given away 
under this legislation reaches not over 
two per cent. We are leaving out the 
areas distributed by states under state 
legislation and by the federal govern- 
ment under homestead legislation affect- 
ing only those lands owned by the 
federal government. An addition of 
this other land distributed would 
bring the percentage of the total area 
of the republic given away in one or 
another type of land grant to no more 
than four per cent of the total area of 
the country. 

If we examine the actual type of 
land, the figures for the whole country, 
on an average (there would be con- 
siderable difference in different states 
and in different sections of the same 
states) show that the areas given 
away under the Ejido legislation were 
as follows: irrigated land, 3.8 per cent 
of the total; tillable, 29.1 per cent; 
mountain lands, 13.4 per cent; moun- 
tain pasture, 53.1 per cent; and un- 
classified, .6 per cent. 

In other words, it seems from the 
best and the most recent material 
available that, taken on the average, 
the actual lands given away to date for 
village Ejidos do not as a rule absorb 
an undue proportion of the best lands 
in private hands. It can be said as a 
general rule that the best lands in the 
republic of Mexico were, and are at 
present, within the confines of the 
large estates. This is even true in 
such arid states as Chihuahua and 
Coahuila. In those states there is but 
little good land in comparison to the 
total areas of the states, but of that 
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little a large part is to be found within 
the confines of the large estates. 


AREA TAKEN FROM FOREIGNERS 


If we examine the area taken from 
foreigners by the revolution, we get 
some interesting figures. According to 
the most conservative estimate, foreign 
owned land in Mexico in 1923 amounted 
to an area equal to 32,904,046 hectares. 
Of this the Ejido legislation has, to the 
end of 1927, taken 226,661 hectares 
for definite possession, or less than 
one per cent of what is now owned by 
foreigners. Specifically, only seven 
tenths of one per cent has been defi- 
nitely taken by the federal government 
from foreigners under the Ejido legis- 
lation. The area taken from foreign- 
ers under the state legislation (only in 
two states has the state legislation had 
any application whatsoever— Durango 
and Zacatecas) is an infinitesimal item. 

Looked at from the point of view 
of the rural population, some four per 
cent of the total rural population has 
been definitely benefited by this legis- 
lation. If we were to pass judgment 
upon the agrarian revolution in Mexico 
solely from the point of view of the 
actual land taken and distributed, we 
should get a very poor showing for the 
amount of internal disturbance which 
the program has involved. 

There are, however, many other 
aspects of this that need to be looked 
into. The significance of the revolu- 
tion lies not so much in the amount of 
land that has actually been distributed, 
but in the fact that any at all has been 
distributed under the legislation as it 
exists. The important fact is that a 
legislative and social institutional situa- 
tion has been created where, in spite 
of counter revolutions and interna- 
tional difficulties, land distribution 
which really did not get under way till 
after Obregon came into power, in 
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1920, wae made as much progress as it 


has. The significance of the situation 
lies in the fact that there is the ma- 
chinery, and apparently the will, to 
carry the process forward to further 


ends. 


COMPENSATION FOR LAND OWNERS 


It is important to note that it has 
been a program carried out under the 
guise of law. It was not confiscation. 
From the very beginning—the first 
law was passed on January 6, 1915— 
there was the promise of compensation 
to the land owner for lands taken from 
him. This promise of compensation 
has been repeated over and over 
again in a number of different laws. 
Offers were made to the land owners 
at various times, offers which the land 
owners refused to accept. The reasons 
which they gave may or may not have 
been sufficient. The point is that the 
Government of Mexico did not under- 
take to expropriate land without 
recognizing its financial obligations, 
even if it admitted its inability to 


meet the obligation involved. 

Even Zapata, who was the most 
radical of the agrarian leaders and who 
was described as the worst of the 
Mexican “bandits,” recognized the 
right of the land owner to compensation 
for such lands as had been taken from 
him and to which he could show 
adequate title. Not only was there no 
legal confiscation of all of the land or 
of a part of the land, and not only 
was the right of the land owner to 
compensation recognized in law under 
all the varied Mexican agrarian legisla- 
tion, but the right to land on the part 
of the rural population has been 
sharply circumscribed. 

The laws, as originally drawn and as 
at present upon the statute books, 
did not, and do not, grant to all of 
the rural population the right to lands. 
They specifically exclude that part 
of the rural population which is 
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located upon plantations. In other 
words, the right to land is limited to 
those who live in villages. Further- 
more, of those who live in villages, only 
certain specific individuals are entitled 
to land. These individuals, for in- 
stance, must be eighteen years of age; 
must be agriculturists; must not 
own any land of their own; must not 
be possessed of a capital equal to five 
hundred dollars in American money; 
must not be office holders; and must 
not have any professional skill or 
occupation which gives them an ade- 
quate income from other sources. 
To the people satisfying these and other 
requirements, the law makes possible 
the granting of lands for use. 

It must ‘be clear that while title is 
given to the village it is really for the 
purpose of tillage by the individuals. 
Failure of tillage may cause a reversion 
of the land to the village, to be again 
turned over to some other agriculturist 
who will actually till it. The receiver 
can neither sell, nor lease, nor in any 
way alienate his lands. They are his 
for use, but not his for sale. They 
can be passed on from father to son, 
but only provided that the heir will till 
the lands he inherits. On the average, 
the areas given away for the whole 
republic amount to approximately 9.2 
hectares per individual recipient. 


Basis or COMPENSATION 


For this land given away the govern- 
ment sets up a basis of compensation. 
This basis is provided for in the 
constitution and amounts to the tax 
valuation of the land, plus ten per cent 
and plus improvements since the last 
valuation. Under these circumstances 
a payment basis has been established. 

Internal difficulties, financial in- 
solvency, repeated rebellions, and 
refusals on the part of native and 
foreign land owners to accept the 
government offers in good faith, have 


Lanp Rerorm iw Mexico 


245 


all combined to postpone the date of 
payment. To date, 809 claims, of 
which 145 were by foreigners, have 
actually been received by the Mexican 
Government. Of these 809 claims, 
117 have been settled to date; and of 
these 117, 21 were claims by foreigners. 

More significant than the actual 
land taken, when looked upon as a 
broad matter, is the fact that the revo- 
lution has given an increasing number 
of Mexicans a stake in the maintenance 
of a permanent government in Mexico. 
Not only have large numbers of the 
common people, both in the country 
as well as in the cities, been organized 
for the purpose of benefiting in fact 
from the labor legislation that lies 
embedded in Article 123 of the Mexican 
Constitution, but an increasing num- 
ber of individuals in Mexico have 
secured a stake in the country as a 
result of the revolution. 

By the end of 1927, there were 
approximately one-half million indi- 
viduals who had benefited from the 
federal agrarian legislation and who 
would stand to lose by a reversal of 
the revolutionary program. It is here 
that the promise of peace in Mexico 
is to be sought. In increasing num- 
bers, Mexicans are achieving an eco- 
nomic interest in stability; in increasing 
numbers, Mexicans are securing a 
position in which revolution means loss 
and danger of loss. From this point 
of view the present Mexican Govern- 
ment rests on a firmer foundation than 
ever before. Mexico is more largely 
democratic at this time as a result of 
the revolution than ever before since 
the conquest by Spain. 


FaiturE TO ProvipE COMPENSATION 


The general conclusion, however, 
requires certain basic qualifications. 
Broadly speaking, the Mexican land 
program has been carried through 
without compensation to the land 
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owners. +The promise of compensation states where there were already in pre 
is was implied and expressed in the law, existence important village groups, tio 
but in fact, as previously noted, only In other words, the revolution hag set 
a fraction of those who had land taken _ tended sharply to increase the sectional for 
from them have received any com- character of the Mexican rural com- un 
pensation at all. Insofarasthere was munity. wil 
any claim to justification on the part Looked at as a matter of long-run lav 
_ of the Mexican Government, it lay in peace, it is doubtful whether these po 
the assertion that land distribution sections can live side by side without the 
was essential to internal peace, and difficulty. The states where the gel 
that the only way a continuance of plantation predominates and where re 
internal violence could be obviated the rural population has, broadly th 

was by satisfying the cry for land. speaking, failed to benefit from the 
This claim is generally recognized to agrarian revolution, are bound to bring po! 
be a statement of fact. It can be said into the political arena a type of al 
that by now the most urgent demands _ influence that will tend to favor the Wi 
for such land have been satisfied, and large land-holding system. The states edi 
that from now on a more conservative where the community has made rapid flu 
policy may be followed without laying strides and has grown in influence are it 
the country open to further revolution. bound in the long run to demand a on 
Such a change seems to be implied political policy satisfying the needs of de 
in recent statements from former a democratic rural community. wh 
President Calles and by the recently One might well ask the question ha 

elected president of Mexico, Ortiz whether or not a house divided against 
Rubio. Whether or not such is the _ itself in this fashion can live in peace. sel 
fact, only the future can tell. At This question is made more per- M 
this time, it might be worth while to tinent by the fact that the rural bo 
point to certain dangers in the con- village, more than the plantation - 
i 


temporary Mexican situation. 

As was pointed out above, Mexico 
tends to be divided between those 
states where the rural population lives 
predominately in villages and those 
states where the rural population lives 
predominately on plantations. The 
states composed largely of villages are 
those surrounding the plateau of 
Mexico City. The states dominated 
by a population living on plantations 
are chiefly to the north and the south 
of the central plateau. 


EFFECT OF REVOLUTION ON RuRAL 
CoMMUNITIES 


The revolution has accentuated this 


difference. It has by law deprived 
the population upon plantations of the 
right to land. It has also stimulated 
the growth of the villages in those 


resident community, is tending to’ 


benefit from education, from coépera- 
tive credit organizations, and from 
political activity. In part, this is due 
to the fact that the free rural village is 
larger in size. In part, however, it is 
due to the fact that the free rural 
village has a voice and a power such as 
cannot be achieved, even under ideal 
conditions, by the population located in 
resident communities upon plantations. 
This makes consideration of the pro- 
posed change in the law affecting land 
distribution subject to serious question. 


DEFINITION OF COMPENSATION 


It is proposed to change the law 
so as to make by means of compensa- 
tion, which has until now been inter- 
preted to mean by compensation after 
expropriation, to mean compensation 
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saviows to, or during, such expropria- 
tion. If the Mexican Government can 
set aside enough money to carry 
forward a program of land distribution 
under the new formula, no difficulties 
will arise. But if this change in the 
law, in the face of obvious financial 
poverty, is made the excuse for ending 
the process of land distribution on the 
general assumption that the agrarian 
revolution has achieved its ends, then 
the future may well see a new upheaval. 

This is a question well worth 
pondering. What Mexico needs most 
is the prospect of permanent peace. 
With the growing development of 
education and numerous organizing in- 
fluences within the rural communities, 
it is doubtful whether approximately 
one half of the rural population can be 
denied the benefits of the revolution 
which have been given to the other 
half. 

While an immediate and an obvious 
settlement of the agrarian problem of 
Mexico would certainly be a great 
boon to the country, and lead to a 
rapid increase of foreign investments, 
it is doubtful policy to secure such 
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a seeming boon at the danger of further 
future difficulties. As a matter of 
long-run policy, it might be better to 
let the patient convalesce a little 
longer than to pronounce him cured 
at once. It is the author’s opinion 
that unless the program is allowed to 
work itself out so as to include approxi- 
mately the whole of the rural popula- 
tion, Mexico will in all probability 
have further difficulties, unless some 
adequate substitute can be had, and 
that seems very doubtful, indeed. 
This does not involve a judgment 
upon the wisdom of the policy of land 
distribution on economic grounds. 
That is another matter. The agrarian 
program as it stands at present is a 
matter of national politics, rather than 
of national economic policy. How- 
ever, it might well be argued,—and, 
I think, successfully—that the policy 
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- of using the indigenous villages, with 


their age-old mores, as the base for a 
new system of land tenure and land 
utilization is for Mexico not only good 
contemporary politics, but possibly 
even good, long-run agricultural econ- 


omy. 
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TINHE reunion of all parts of Poland 

and the obtaining of political 
_ independence in 1918 were the causes 
the creation of a new self- “governing 


brought about by the war. However, 
_ the first five years were not so produc- 

tive for our cities in the development 

of their independence. 

One cause of this was a depreciation 

of the currency, and the levies made by 

the Government for the reconstruction 

the country. 


RESTORATION 


Out of two million buildings rendered 
anf 3 by the war for any use, 1,800,000, 
ee or ninety per cent, have been rebuilt. 


_ great outlay of money, especially in the 
eastern and southern districts, which 
suffered most. In the above-men- 


ings there are included two thousand 
churches, six thousand schools, about 
six thousand public buildings, twenty- 
seven thousand brick dwellings, and 
about five hundred thousand frame 
dwellings. 

Poland, being an agricultural coun- 
try, had first to restore the settled 
villages to normal condition and create 
an independent agricultural nucleus as 
the basis of its work. This demanded 
extraordinary efforts and money. 


RECONSTRUCTION AND CREDITS 


The needs of the newborn country 
were very great. An almost ten-year 
holiday in the building trades had 
caused an acute demand for houses. 


Development of Polish Cities in from 


1918 to 1930 


By Epmunp Dunin_ 
Architect; Secretary in the Office of the Building Committee, Warsaw, Poland nh F 
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It grew worse every day, due to the 
influx of returning refugees, until a 
house famine developed. This famine 
was progressing and overcrowded cities 
were seeking financial help. 

In order to remedy this tense situa- 
tion, a law was promulgated in 1987 
for relieving the cities of their surplus 
population by directing it towards the 
country and by encouraging private 
credits for reconstruction work. In 
1925 the cities received the first allot- 
ment of forty-four million zlotys,! 
The following years showed big results. 

‘Over forty-five thousand new houses 
were built, on which the Federal Bank 
gave a loan of 213 million zlotys. 

For the last ten years, the state has 
spent about 720 million zlotys for 
building purposes in the country at 
large. This money has made possible 
the construction of about three million 
public buildings, five million school 
buildings, four million railroad build- 
ings, and so forth. These figures also 
comprise a number of buildings erected 
in Polish colonies for officials and work- 
men and also the corresponding num- 
ber of buildings for military purposes. 

Besides the money spent by the state 
through different state departments and 
bureaus, other state and public institu- 
tions showed their activities in the 
building campaign by erecting public 


_ edifices and even private homes. 


The first rank in this group belongs 


to the Postal Savings Society, the next 


to the Society for Mutual Help of the 
Sick, the General Security Institution, 


and so forth. 
*One zloty equals 11.22 cents. A 
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Up to the present time, the following 
private capital has been attracted to 
the building campaign in the cities: 
100 million zlotys from the United 
City Citizens, 135 million from private 
individuals, and 28 million from district 
administrations. 

The most intensive building construc- 
tion has taken place, of course, in 
Warsaw, where, due to the work of a 
special building committee, over thirty- 
nine thousand multi-storied houses 
have been built, mostly by the codp- 
erative workers. Most of the loans 
for building purposes, naturally, have 
been granted by the Polish Federal 
Bank. In 1925-1929 the loans aggre- 
gated the sum of 126 million zlotys. 

The Building Committee, in dis- 
tributing loans, gave preference to the 
multi-storied buildings; for the small 
houses there was given what was left 
after satisfying the needs of the first 


group. 


ORGANIZATION OF WorK IN CITIES 


Converting settlements with a lim- 
ited number of inhabitants into cities 
and forbidding rural people to settle 
there, led very largely to bringing life 
in such settlements to normal condi- 
tions. Organized in 1918 at Warsaw, 
the Union of Polish Cities took over 
the care of 630 cities and it continues 
successfully, through a certain system, 
to bring only settled people to the 
cities. Regular meetings of the repre- 
sentatives of cities and rural districts, 
registration of all skilled workmen, 
exchange of views, reports, and wide 
publicity in newspapers have proved 
notably successful in bringing city and 
country life into an organized state. 

Supported by the figures and all 
known facts about the gain through the 
regeneration of the Polish Republic 
during the last ten years, we can show 
constant progress in our public and 
state life. In this continuous progress, 


the principal initiative belongs to the 
State Government and the local self- 
governing organs. There have been 
some minor mistakes and some short- 
sightedness likely to occur in any 
young country, and the period of 1921- 
1924 was a very hard one because of 
the difficulties with credit and money 
during the first five years of our exist- 
ence and also because of the heavy 
outlay of money for reconstruction; but 
Poland has overcome all handicaps 
and has come out on the road toward 
full progress in statesmanship and 
industry, as demonstrated by the All- 
Polish Exposition at Poznan in 1929. 


PRESENT-Day SituaTION oF TENANT 
HovussEs 


Unsatisfactory financial conditions 
of the country during the first years 
after the war caused almost a complete 
shutdown of building operations. The 
result of that is still felt by the Polish 
people. Private initiative could not 
successfully combat this situation be- 
cause it was too complicated and be- 
cause the rights of a landlord were 
limited by the law protecting a tenant. 

The ever present shortage of living 
quarters in Poland, according to Pro- 
fessor Brill and made public by Dr. 
Streletsky, may be indicated by these 
figures: general demand, 700,000 
houses; natural annual growth of 
population in cities, 250,000 persons. 

Allowing that two families can live 
in one house, we can easily see that 
125,000 new houses are required yearly. 
Adding the number of houses which 
would be repaired and the number of 
new houses which would be completed 
during that time, we will have about 
two to three hundred thousand houses 
in one year. 

A rapidly developing building cam- 
paign was inaugurated by the law 
relating to the building trades in cities, 
published in 1925, and by a Presidential 
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giving to them the state’s financial 
support. | 
Public institutions and organizations 
pad were first to receive help. They were 
ve, = loans up to ninety per cent of the 
cost. Private individuals were granted 
_ loans up to seventy-five per cent of the 
2 cost of their buildings. The large 
houses with small apartments were pre- 
> ferred and encouraged. The money 
loaned by the state must be paid back 
in twenty-five to thirty years at six and 
a half per cent according to the order 
of the Minister of Finance in 1927. 
Prt. Although it was certain that thirty- 
nine thousand houses already begun 
would be finished, the housing question 
Warsaw, the Republic’s capital, was 


To satisfy the ever in- 

- creasing demand, about five hundred 

thousand houses would be required. 
There was an actual demand for 


__ fifty thousand houses yearly. ‘To meet 
A this demand and overtake the normal 


population growth would require ten 
years of intensive building; but this 
was impossible for Warsaw on account 
of financial difficulties. 


. 

City AND SUBURBAN AREAS at 
Besides assigning money for erecting 
new and repairing damaged houses in 
the cities, the law for promoting the 
building industry in cities also sees the 
need to finance buildings and houses in 
areas adjacent to them, although it 
does not encourage building farther 
out than fifteen kilometers from the 
city boundary. In connection with 
this, on the city maps for the building 
campaign, there is allotted an area 
about half a kilometer wide, dividing 
the city proper from the suburban area. 
Every city develops in its own way. 
Therefore, for the purpose of co- 


a building — on 
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more uniform basis, each city is di- 
vided into the following parts: (1) 
center, where are located most of the 
shops and offices—the very artery of 
urban life; (2) portion adjoining the 
center, mixed, with no definite char- 
acter of living; (8) ringed area which 
includes houses of all small landlords, 

The last-named area, in accordance 
with building developments, is desig- 
nated for heavy industry, namely, large 
factories and mills. Also, it is to con- 
tain medium-sized works and small 
repair shops. 

This area is far away from the center 
and usually has good means of com- 
munication. The second part of the 
city usually contains some medium- 
sized factories and shops, and work- 
shops transferred from the central part 
of the city. The line of communication 
between these two parts does not go 
through the center of the city but runs 
around it. 

Progress in private building is very 
slow, because of the scarcity or dear- 
ness of money, defects in the regula- 
tions concerning working hours, over- 
crowding these regulations with many 
official papers, and many other ob- 
_stacles in Poland—a young republic 
burdened with a load inherited from 
a century-long occupation. Foreign 
capital is too dear to be used for build- 
ing. Therefore, only the state’s initi- 
ative and its money loaned for building 
cities are available. 


REGULATION OF CITIES 


A basis for regulations did not exist 
in Poland. Dismemberment of the 
Prussian possessions and the intro- 
duction of new regulations were very 
quickly effected, but the regulations 
for Poznan, Bidgush, Grudziadz, and 
some smaller cities, such as Gniezno 
and Inowroclaw, were produced with a 
vast expenditure of money and work. 

Dismembering the Austrian and 
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Russian possessions did not come about 
at once in line with a modern city 
course. In the former Russian cities it 
was forbidden by the officials to make 
any offers or suggestions in that direc- 
tion. Such a situation involved a very 
difficult problem, to untangle which 
requires, even now, a considerable 
amount of labor and time. 

Working out the basic statute for 
building up cities and also regulations 
for land reform are shown in their 
separate paragraphs, with different 
rights and privileges of city and rural 
officials if they will exert their own 
initiative. For instance, the land re- 
form regulations foresee the possi- 
bility of setting aside recreation centers 
and parks for office workers and shop 
people near the large cities and the in- 
dustrial districts. 

In the case of every important build- 
ing project, the building statute allows 
an expropriation of private land for a 
fair compensation, especially when it is 
done for the public need. As is seen 
from what has been mentioned, the 
state’s policy is to meet every demand 
and to help the rural officials in their 
task of production and cultivation. 

The Polish cities do not spare any 
means for progressing in the right di- 
rection. The result of such efforts is 
very easily seen. In 1926, out of 630 
cities in Poland, 87 had worked out 
plans or building regulations, although 
of that number only 47 had them com- 
plete and ready to be put into opera- 
tions. 

From that time there had been ad- 
vancement and even small cities have 
begun energetically to follow modern 
building plans in their expansion pro- 
grams. At present there are eighty 
Polish cities which have begun build- 
ing, strictly in accordance with regula- 
tions embodying even the smallest 
details. The foremost position be- 
longs to Warsaw, for which a building 


plan was made absolutely of a modern 
character, equal to that of any Euro- 


pean city. 
Ursan IMPROVEMENTS 


Some time before the war, certain 
Polish cultural cities, with the sole 
idea of their own development, had 
bought up numerous old and dilapi- 
dated houses. Among the former 
powers, Russia and Austria troubled 
least about developing cities or struc- 
tures. Consequently, many real estate 
owners, when building houses, saw 
only the possibilities for making more 
apartments and having them profitable, 
paying least attention to sanitation 
or to the welfare of the city itself. 

As a result of such management there 
is in all Polish cities a general lack of 
parks, trees, and greens, as well as of 
open spaces for recreation. In Berlin, 
for example, the area occupied by 
buildings equals fifty-two per cent of 
the city, while forty-two per cent com- 
prises open spaces. For every person 
there are about thirty-three square 
meters of green space and 2.28 square 
meters of open space for recreation. 
Besides this, the city owns about 
twenty-two thousand hectares of va- 
cant spaces, about two thousand 
hectares of gardens of two or three 
hundred square meters each. In addi- 
tion, the Mayor of Berlin acquired the 
thousand hectares of woodland located 
near that city. In contrast to this, in 
Warsaw, just two years ago, the com- 
bined parks and other green spaces 
and the Beliansky woods gave about 
four to five square meters per person of 
open spaces for recreation. In vacant 
building space, only a few hundred 
hectares can be found at Kola and 
Golendzinov. The remaining vacant 
spaces belong either to the state or to 
different institutions and are located 
in the Warsaw environments. 
Forty-two per cent of Warsaw houses 
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contain only one apartment or tene- 
ment each; nevertheless, many of them 
are very dark within, through scarcity 
RSs _ of windows. The lack of a general plan 
for building work very often led a 
city mayor to approve special plans for 
_ small operations, hoping in the future 
a to combine them with a general plan. 
bat - On this account, some blocks have 


Of sanitation or health and they are 
_ obstacles to the development of the 
city as a whole. 


DEVELOPMENT OF TENANT Houses 


_ The sound business of developing 

rT tenant houses in Poland aroused gen- 

eral interest, especially after the stabi- 

lization of Polish currency and the 
issuance of the first building regula- 
tions in 1925. The certainty of ob- 
taining money from the State Treasury 
for building purposes was a signal for 
beginning the realization of building 
plans, though the amount of money 
was far too small. For Warsaw this 
credit was equal to twenty-eight mil- 
lion zlotys a year, but regardless of 
this limited amount and of the lack of 
private capital, Warsaw did not ex- 
perience an acute need of tenant houses 
for satisfying the demands of the yearly 
population growth. The building of 
city houses was developed mostly with 
the help of codperatives and city com- 
munities. The latter built within the 
city of Warsaw, 5,412 tenement houses 
with 20,515 apartments. In round 
figures thirty-nine thousand apart- 
ments were built in the capital. 

Seeing a big success in their under- 
taking, the city communities started 
to work out a general building pro- 
gram, using it as the basis for obtain- 
ing money in order to combat the 
housing famine. There were many 
projects submitted by the coiperative 
societies, by the city unions, and by 
private individuals; but all had one 
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serious defect, which was the financial 
burden of building laid upon the 
tenants in the city—a condition which 
was not equitable, because of the great 
migration of people from the villages 
into the cities. 

The most noteworthy project for 
financing the building of tenant houses 
is the one prepared by the Committee 
of the Building Industry (project of 
Dr. Zavovsky, a Vice President of the 
Building Committee of the City of 
Warsaw) and adopted as the building 
program in the capital prepared by 
the same Committee. This project, 
throughout, recommends that the nec- 
essary funds be raised by the use of 
an internal compulsory loan at eight 
per cent, obligatory upon all the people 
in the state, based on the just rule that 
all must take part in building up the 
cities, while the burden of keeping up 
and beautifying the cities should be 
shared equally by the villages. The 
loan is secured through an annual tax, 
payable in five years. 

Institutions with more than five 
hundred workers are exempted from 
this taxation, but the workers must 
erect their own living quarters, equal 
to their number. They can obtain a 
loan for that purpose equal to seventy- 
five per cent of the building costs. 

Besides the money derived from this 
taxation for the building fund there 
must be used: (1) free capital of all 
Security and Financing Companies; 
(2) capital from other taxation under 
tenants’ security, capital derived from 
taxation on vacant ground, and four 
per cent and on capital collected as a 
tax in addition to the regular state 
tax. Out of this fund, loans are given 
at 5% per cent with amortization. A 
difference in percentage is paid out of 
the state’s building funds at the same 
time and also out of capital collected 
from taxation of one zloty per liter on 
distilled spirits. 


or 
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This project provides that out of 
capital collected in that manner for 
building purposes, Warsaw shall re- 
ceive about sixty million zlotys an- 
nually. That sum will be ample to 
care for the yearly population growth, 
to pay off the deficit on the old houses, 
to place the housing problem on a 
better footing, and even to lessen the 
housing famine. Outside of sewer and 
water piping expense, all improve- 
ments in the houses can be paid off 
with private money and through financ- 
ing and administration of the Water 
Bureau and Sewers, which can obtain 
money from a general building fund, 
as is the case abroad. 


EsTABLISHMENT OF RECREATION 
SQUARES 


The second task which the Polish 
cities set for themselves was the wise 
one of building gardens and recreation 
squares, and taking care of them. It 
was in full agreement with the general 
building plans. All cities showed con- 
siderable interest in that line of work, 
on equal basis with the codperative 
institutions and the recreation organi- 
zations, to which the initiative in this 
branch of work belongs. During the 
last few years in Warsaw, after very 
powerful demands, thirty new recrea- 
tion squares and places have been 
built. In order to construct them 
quickly, vacant spaces in the city were 
used for that purpose. That in itself 


was a wise land policy. 


Lanp Po.icy 

The land policy was 
matters relating to the development of 
city settlements in accordance with 
city statutes, and together with this 
a wise solution was found for the 
problem of erecting tenant houses. 
By the term “land policy,’ we mean 
the activities of city administrations 
in the direction of regulating affairs 


connected with land; for instance, buy- 
ing land through these administrations 
for future expansion of the cities, or for 
profitable resale into private hands, or 
for leasing for building purposes. Such 
activities of the administrations with- 
in these limits may have decided re- 
sults. Failure to adhere to the land 
policy may result in future difficulties 
for the cities in satisfying the needs for 
public accommodation and also in the 
expansion of building. But city ad- 
ministrations are fortunate enough to 
be in a position to direct the land policy 
to their own advantage. 

The first law relating to land policy 
was issued on January 21, 1922. It 
pertained to giving state lands to co- 
operatives, and was followed by laws 
on November 22, 1924, leading to 
further laws about developing cities 
(issued in 1925) and also the Presi- 
dential order promulgated in 1927. 
A building law was issued in 1928, fol- 
lowed by agricultural laws, recently 
changed, governing the transfer of 
state lands to the cities and the out- 
right purchase with exact limitation of 
private estates within the limits of city 
or town interests. Based on these 
laws, cities could have deciding in- 
fluence in directing the land policy, 
which would enable them to attain 
a very important object—that of 
providing cheap houses for their 
citizens. 

A special réle in the promotion of 
that business should be assigned to a 
1925 law, which made the building 
trade very active. That law provides 
a big relief in the future, by giving re- 
markably broad rights to city and town 
administrations and mayors, in en- 
couraging the construction of tenant 
houses. For instance, under this law, 
state lands can be sold for building 
purposes, without regard to the nature 
of the future building. Under this 
law, the state lands can be conveyed to 
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codperatives or public institutions. 
They can also be rented to them in- 
definitely on liberal terms, or for a 
certain length of time with option to 
purchase. The vacant land can be 
expropriated through the respective 
mayors. By such acts, towns some- 
times profit to a greater or smaller 
degree, especially with the codperation 
of others, through preventing _ 
lation in lots. 


Supp.y oF LANnpD 
Understanding that sufficient areas 
of land should be available to satisfy 
at least the prime necessity of the 
public, Polish cities worked in that 
direction more or less_ gracefully. 
However, in the majority of cases, the 
supply of land was below normal. In 
ordér to meet the public need, accord- 
ing to Meoplitza, this supply should 
equal twenty per cent of the city terri- 
tory. Having such a supply, the cities 
could lower prices on building lots and 
could make it possible for private per- 
sons, not having capital, to build. 
Some of the Polish cities have quite 
a large area of land—in some instances, 
over two thousand hectares (Chen- 
stokhov, 2,750; Gostynin, 1,800; Sos- 
nowiec, 1,650; Zgierz, 1,800). But 
these areas, in many cases covered with 
woods and greens, though suitable for 
living purposes, are far removed from 
the city itself. Warsaw, the capital of 
Poland, has a land supply for building 
purposes equaling 115 hectares (Kola 
and Golendzinov). Besides this, land 
could be obtained from the state’s 
ownership, located within the Warsaw 
limits, amounting to 2,100 hectares; 
also from the basic supply, which 
appears to be 90 hectares. All these 
do not include land under the head of 
“parks,”’ totaling 110 hectares. Among 
other cities worth mentioning is Grud- 
ziadz, which has in its possession four- 
teen hectares land suitable 


for building purposes, equivalent to 
sixty-six per cent of its territory. 

When beginning the operation of the 
land policy, cities paid most attention 
to the plans for regulation. Figures 
relating to that subject are not very 
satisfactory. 


LAND Po.icy IN DirFeRENT CITIES 


The soundest land policy was worked 
out in the cities of the former Prussian 
territory. This policy is found in its 
worst state in the cities of the former 
Russian territory, which was under 
occupation for over one hundred years, 
In the once Prussian territory, there is 
a special land fund in some cities, con- 
sisting of cash and acquired lots. The 
cities (Poznan) put into this fund all 
vacant lots that had not been desig- 
nated for definite purposes or were 
partly occupied. 

The assets of a land fund consist of: 
(1) the money equal to a sum realized 
from a consummated sale of the plots; 
(2) a specially established capital sum; 
(3) a certain amount of cash out ef 
credits allotted for the purpose of land. 
The liabilities of a land fund consist of: 
(1) unpaid sums for land; (2) difference 
between the sale and purchase prices; 
and (3) loans on mortages. Such land 
funds can be found in some cities of the 
former Prussian territory besides Poz- 
nan, only to a considerably smaller 
extent because of the past devaluation. 
In order to make building land and 
houses cheaper, some of the Polish 
cities follow their own land policy, 
though very often it is incomplete. 
Other cities (Breston on the Bug) sell 
their land at nominal prices; this keeps 
the city treasury in good shape but 
does not make prices of the lots any 
cheaper. Plotsk sells its land on 
terms of ten per cent of the sales price 
paid in advance (to the codperatives), 
with the balance to be paid in ten years. 
Grudziadz sells its lots at two thirds of 
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1914 prices. Wodislav sells its land to 
private individuals at original prices, 
and to builders at a price lower than it 
paid. Gostynin gives away its lots 
without money, under the condition 
that later on the builder shall pay 
one thousand zlotys for every house 
erected, if two tenants can live in it 
besides the owner. Bydgoszcz prices 
its land very low and sells on an install- 
ment plan of thirty years with some 
exemptions, at the time of purchase. 

In all these land deals there is one 
principle set up by the cities—that is, 
a purchaser must build within one to 
three years, and if he fails to do so or 
desires to resell the land, the city shall 
have the right to take it back, as first 
option, or to buy it, as the second. 
Warsaw, in its land deals, uses easy 
sales terms adopted by the Ministry of 
Public Works, in view of the fact that 
the land so far used for building pur- 
poses belongs to the state. The city 
land will be subdivided and sold in the 
near future by the land foundation. 


Neither the form, the price, nor the 
size of the plots has yet been estab- 
lished. 

The lots from the state’s land are 
sold considerably below market value 
and on the time-payment plan, run- 
ning from five to ten years. For such 
lots, the city usually charges from 2.05 
to 7 zlotys per square meter, depending 
upon appearance and location. The 
market value of such lots would be 
from 5 to 60 zlotys per square meter. 

Up to the present, the city has taken 
from the state authorities and appor- 
tioned among coiperatives for building 
lots, about 450,000 square meters. 
For the needs of squares, parks, grass 
plots, and streets, about one million 
square meters have been used. In 
addition, the city has taken over about 
250 hectares which had been divided 
or built up. Deeds to the latter land 
are prepared. Out of this land, 35 


hectares are occupied by the city brick 
factories and 30 hectares are used as a 
stadium; the remainder of the 250 
hectares comprise built-up blocks of 
houses with the clause of specified 
completion time. There has been no 
element of speculation in this land ac- 
tivity. The building laws of the cities 
have given them the power to exercise a 
control over the methods of utilizing 
lots conveyed for building purposes. 


System or TAXATION 


Closely related to the land policy is 
the question of taxation on buildings 
and on land. The subject of state 
taxation is treated separately. In 
addition to the state tax, communes 
themselves impose a tax for a city 
building fund, amounting to fifty per 
cent of the state tax; in some excep- 
tional cases, the administrations of 
these communes can lower this tax to 
8714 per cent. Vacant land is also 
taxed by the communes in addition to 
state taxation to the extent of fifty 
per cent thereof. 

The rate and the method for this 
state tax on real estate is definitely pre- 
scribed in the Presidential order of 
June 17, 1924—namely, the basis for 
setting a tax rate on all buildings de- 
pends upon their yearly revenue. If 
this revenue cannot be definitely es- 
tablished upon certain buildings, such 
as factories, theaters, unoccupied villas, 
bathhouses, and so forth, a revenue is 
tentatively set at the equivalent of five 
per cent of the real estate cost. Such 
real estate cost generally equals the 
price paid for it at a certain previous 
time, or is estimated on the basis of an 
established sales price of a similar 
building located in the same or a 
similar locality. This, of course, is 
determined by experts. The tax rate 
equals twenty per cent of the sum set 
as the basis for all taxation. 

The tax rate on lots and acreages of 
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land that have been built upon wholly 
or partly or are entirely vacant, is de- 
termined by the order of the Minister 
of Finance in accord with the Ministers 
of Public Works, Interior, and Agri- 
culture, as of November 3, 1927 (Nos. 
106 and 913)—namely, the land is 
subject to taxation, whether it is built 
upon wholly or partly or is vacant, if 
located within the city limits and if 
included in an adopted building plan. 
The land is considered as built upon if 
it is adjacent to a street or located 
within a belt of seventy meters width 
alongside a street dedicated to public 
use. The land is considered as not 
built upon if adjacent to streets that 
have been proposed and approved but 
not yet constructed nor dedicated to 
public use; such land is taxed as 
agricultural land within city limits. 

Land is deemed unsatisfactory for 
building purposes if there are buildings 
of permanent and temporary nature 
standing together. Such a piece of 
land, according to its price and loca- 
tion, is counted as not duly prepared 
for building use. The state’s tax rate 
on land is established according to 
price, which is assessed annually on the 
prices paid one year preceding a tax 
year. These prices are either actually 
obtained or are simply calculated on 
transactions of analogous land in the 
same locality. It is impossible to 
estimate a close price on a given piece 
of land as a basis for setting a figure; 
an appraised price can be used for 
financing purposes, taking into con- 
sideration the general prices of land, 
the size, the shape, the frontage, main 
and side city streets, and also a prob- 
able future industrial or commercial 
use of the land. If a parcel of ground 
belongs to a legal unit, its price as 
stated on the balance sheet in zlotys 
may be accepted, as per orders Nos. 
55 and 542 of June 25, 1924, of the 
President of the Republic. 
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The standard taxation rate is equal 
to one half of one per cent of the basic 
price set for taxation purposes, but this 
rate equals one per cent on lots facing 
streets or located in cities with fifteen 
thousand population according to the 
preceding year’s census. The basic 
price for taxation is established an- 
nually upon the reported and verified 
declarations of the land owners. 


EXEMPTIONS FROM TAXATION 


The following classes of real estate 
are exempted from taxation: 


1. Real estate belonging to the state 
or to cities 
2. Land occupied without rent by 
state or by city public utility 
administration, to be certified 
by the city 
8. Land under the heading of parks 
or in the hands of the Building 
Committee and designated by 
the City Council for public 
utility 
4. Land not suitable for building 
purposes, or on which building 
is forbidden by a law safeguard- 
ing teachers or by a law on the 
working of mines 
5. Land under the heading of court- 
yards of warehouses and other 
enterprises, necessary for in- 
dustrial and commercial pur- 
poses; also land located within 
_ industrial regions and utilized 
their objects. 
Pusiic ENTERPRISES 
There were public enterprises in 
Poland before it received its inde- 
pendence. They were mostly in the 
former Austrian and German terri- 
tories, under the name of territorial 
self-governments. The problems of 
the originally Austrian public enter- 
prises, as a policy at large and as fi- 
nancial self-governments, took definite 
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form after the declaration of Polish 
independence. The earlier Austrian 
enterprises, principally in the large 
cities, were in the hands of city ad- 
ministrations, through accident or 
possibly in the interests of the city 
from a political or administrative point 
of view. The public enterprises in 
Poland are produced by all categories 
of public unions—city, village and 
county, administrations and public 
unions. 

The most typical enterprise in the 
villages is the slaughtering and market- 
ing of horses. In the counties, the 
most typical enterprises are cement 
factories, brick factories, and agri- 
cultural farms. In the cities, other 
enterprises may be found, such as 
electrical power houses, gas works 
(oil and kerosene), market places, 
bakeries, city trolley systems, horse- 
slaughtering, and others. 

The development of the most im- 
portant public enterprises in Poland 
since its independence is shown in the 
following comparative table: 


Enterprises 1919 | 1929 
Electric stations................ 99 | 214 
Slaughter-houses................ 372 | 429 
Markets and fairs............... 805 | 493 
Brick and cement factories (me- 

62 | 310 

Trolley systems in kilometers... . . . 829 | 430 
Waterworks and sewer systems. ...| 183 | 263 


From the above figures we can see 
that the development of public enter- 
prises goes on at a rapid rate. There 
are 291 electrified cities, with 5,124,000 
inhabitants. There are 339 (56 per 
cent) unelectrified cities, with popu- 
lation of 1,230,000. There are 933 
electric stations belonging to private 
interests. The yearly production of 
the public electric stations equals 
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200,000,000 K.W.; that of the private 
stations equals 2,000,000,000 K.W. 
There are 101 (84 per cent) public oil 
refineries and 20 (16 per cent) belong 
to private interests. The production 
of public oil refineries is 187,000,000 
square meters of oil and private re- 
fineries produce 41,000,000 square 
meters of oil. 

All slaughter-houses are controlled 
by city governments. 

There are 119 public and five private 
waterworks. There are sewer systems 
in 144 cities. Twenty per cent of the 
Polish cities have their own water- 
works; twenty-three per cent have 
their own sewers; sixty-four cities, or 
10.1 per cent of all the cities with a 
total population of 2,806,791 (42.3 per 
cent of the population of all the cities), 
have waterworks and sewers. Water 
is used for flushing domestic pits by 
3,500,000 inhabitants (51 per cent of 
all the urban population). 


TRANSPORTATION AND THE BUILDING 
MovEMENT 


The situation in reference to trolley 
lines and other means of transporta- 


tion is as follows (excluding Gorni 
Slansk) : 
Trolley enterprises (in cities) ............ 9 
Auxiliary railroads and interurban trolley 


Of this number, five belong to local 
governments and three to private 
corporations of whose stock local 
governments own fifty per cent; there- 
fore, these eight trolley enterprises may 
be considered as public; and one trolley 
enterprise belongs entirely to a private 
corporation. Eight auxiliary railroads 
belong to local governments. 

Appreciating the importance of con- 
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venient means of transportation for 
pushing a building campaign, Polish 
cities pay a great deal of attention to 
the development of trolley lines and 
auxiliary railroads, as they help to 
build up suburbs on a sound basis, and 
very often, only the lack of money has 
halted their construction. 

The leading position in the develop- 
ment of means of transit falls to the 
capital of Warsaw, where in 1918 there 
were only forty-two kilometers of track, 
while in 1928 they had grown to ninety 
kilometers, touching even the farthest 
points in the suburbs and creating there 
conditions very satisfactory for build- 
ing private homes and _ industrial 
plants. However, the rapid develop- 
ment of the means of transit with the 


INCOME FROM COOPERATIVE 
ENTERPRISES 


Until recently, enterprises in Poland 
had little to do with the finances of the 
public cotperatives, but now their 
significance grows with every budget 
year. This can be shown by the fact 
that the income of all public enter- 
prises of all public coéperatives in 
Poland (excluding Upper Silesia) is in- 
creased; thus, in 1924 the income was 
22,200,000 zlotys, while in the budget 
of 1928-1929 it equals 53,353,200 
zlotys. The incomes from owned and 
concessioned enterprises which the 
codperatives included in their 1928- 
1929 budget, are shown in the following 
table: 


“ Absolute Percentage} Absolute Percentage 
Mia 9 Figures of General Figures of General 
Village public 1,034,400 0.8 87,200 0.006 
City public codperatives.............. 49,924,800 12.9 9,023,400 2.3 
County public cotperatives........... 2,394,000 1.3 752,100 0.4 


increased money fund has both its 
good and its bad sides. The rapid 
building of trolley routes makes many 
lots desirable and therefore increases 
their prices, regardless of the lack of 
water supply, sewers, and electric light. 
The building of means of travel in- 
creases land values and also heightens 
a city’s prominence if the land is im- 
proved and inhabited, otherwise it 
may create speculation in land by the 
owners. The proper promulgation of 
a land policy, however, stops such 
speculation and leaves only the good 
side of the development of transporta- 


it 
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In the same budget year of 1928- 
1929, the public coéperatives assigned 
the following sums of money to pay off 
the deficits of their enterprises: 


Per 

Zlotys Cent 
Village public codperatives. . 486,200 | 0.4 
City public cotperatives....| 7,264,400 | 1.9 
County public codperatives . 488,600 | 0.3 


The public enterprises, irrespective 
of all else, belong to the category of 


those which produce the necessary 
products, increasing from year to year. 
There are many reasons for this, but 
the most important is that these en- 
terprises are young in their develop- 
ment and are really in their organiza- 
tion stage. Competing on equal basis 
with private enterprises and regardless 
of the lack of cheap money, they never- 
theless give a true guarantee for their 
workers of better conditions of work 
and pay. The fact that the codpera- 
tive enterprises bring a relatively small 
profit can be explained by the reason 
that they are, in most cases, rather 
public utility establishments than con- 
cerns working for profit as, for example, 
cement or brick mills. The public co- 
operative enterprises are treated on 


equal basis with other enterprises; they 


pay interest on capital borrowed from 
private and state institutions as well as 
local government units, and also pay 
all taxes. 

Some of the codperative enter- 
prises are among the most highly 
taxed as, for instance, electric stations, 


slaughter-houses, fairs in small cities, 
city markets, quarries, agricultural 
farms, and partly cement shops, situ- 
ated in the districts of and sanctioned 
by the respective communities. The 
enterprises not requiring a considerable 
capital for promoting their activities 
are operated with borrowed capital, 
which at times amounts to one hun- 
dred per cent of the money necessary 
to keep them functioning. 


j Roap CONSTRUCTION AND 
MAINTENANCE 


Polish roads, from the viewpoint of 
their construction and maintenance, 
are divided into the following: 


1. State roads—the principal arteries 
between cities and strategical 
ss points; built and maintained 
by the state 
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2. District roads—the principal 
roads in separate districts; 
ier built and maintained by the 
district administrations 
8. County roads—the principal 
_ roads within the boundaries of ‘S 
separate counties; built and 
maintained by the local county 
governments 
4. Village district roads—all other 
‘roads not coming under the 
above categories; within village 
_ boundaries, and built and main- 
“iad tained by the respective dis- 
trict administrations. 


The roads were in bad condition, —__ 
particularly in the eastern part of the pen 
country, where they suffered most on 
account of the world war. They have 
been repaired, but the number and the 
quality of Polish roads compared with 
the Western European highways are 
very unsatisfactory. There are 13.16 
kilometers of roads per hundred square 
kilometers. This situation may be ex- 
plained by the neglect of the powers in 
occupation—an especially evident fact 
in the former Russian territory. Gen- 
erally speaking, we find that the Gov- 
ernment’s condition was such as 
not to warrant allotting large sums of 
money for road construction. 

In 1925, for construction and main- 
tenance of the roads in Poland, the 
state budget contained about 28,000,- 
000 zlotys, but the 1929-1930 budget 
provided for that purpose 68,100,000 
zlotys, divided in part as follows: 


For repair of state roads ........ 3,000,000 
For subsidy of self-governments...| 4,000,000 
For maintenance of state roads and 

42,000,000 


If one takes into consideration the 
fact that there are 4,337 kilometers of 
dirt roads in Poland, it may be esti- 
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mated that their repair and rebuilding 
can be accomplished in seventy years. 


PrRoGRAM OF Roap CONSTRUCTION 


The prepared program for repair 
and maintenance of the existing roads 
and building of new ones contemplates 
new sources for collecting money for 
the road fund—namely, a tax on auto- 
mobiles, which fund, up to the present 
time, has been mostly exhausted. The 
program contains the following 


points: 


Putting into condition the exist- 


ing hard surface roads 
2. Rebuilding and adopting new sub- 
urban roads 


8, Building new hard surface roads 
a in Eastern districts 

_ Improving dirt roads through 
adopting maintenance methods 
re _ 5. Rebuilding temporary bridges to 


make them permanent 
_ 6. Increasing the output of quarries. 


Roap ConsTRUCTION BY LocaL Govy- 
ERNMENTS 


Local governments have expended 
“upiliidite labor for the construction 
and the maintenance of Poland’s roads. 
We must bear in mind that local 
governments, in the greater part of the 
state, are entirely new institutions and 
mostly unable to digest the funda- 
mental change and, besides, have had 
many important questions to solve. 
They found the roads in a very poor 
condition (excepting the western part 
of the country) and encountered fi- 
nancial difficulties. The local govern- 
ments are to be commended for their 
road construction, for they worked 
without assistance from without and 
showed remarkable interest and under- 
standing of this question. 

Up to the end of 1928, the local 
governments built 3,384.5 kilometers 
of roads; during the same period the 
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district administrations built 21.5 
kilometers and the state built only 
393 kilometers. The number of roads 


. completed by the local governments 


continues to grow every year. In 
1928 alone, these governments re- 
paired 1,407.5 kilometers of damaged 
roads, not including defective roads in 
the regions of village districts where 
road-building came to a standstill as 
far as financial and technical assistance 
was concerned. Moreover, in the re- 
ferred to territory of the Polish State, 
village, county and district, dirt roads 
were repaired as follows: 


Districts Kilometers 


Permanent and temporary bridges 
were built as follows: 


Districts Meters 
4,450 


In addition, 32,800 kilometers of 
roads were covered with wood for 
which purpose 4,460,000 pieces of 
boards were used. The local govern- 
ments’ expense for building and main- 
taining the county, district, and state 
roads amounted, in 1926, to 41,161,- 
989 zlotys and, furthermore, the 
amount of 583,960 zlotys was de- 
posited for the account of local ad- 
ministrations. In the following year 
these sums of money increased materi- 
ally, due to the increase in road con- 
struction. From the above _state- 
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ments we can see that regardless of the In conclusion I may emphatically * 
very difficult prevailing conditions, the say that Poland’s cities, regardless of a 
local governments accomplished more _ the very difficult situation of the State ae 
than was reasonable to expect, and the Government and regardless of the 
success of their work is constantly century-old occupation and the de- 
growing, so that we may expect the vastation brought about by the war, 
state, as well as the local governments, have mobilized all their forces in order ee 
to do all that is possible to have our to attain a happier condition, and - 
roads equal in number and quality to they have already shown considerable oo 
those of our pny: neighbors. progress toward this end. fe 
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HE right of the state to interfere 
with private ownership was ex- 


e _ pressed in paragraph 365 of the Aus- 


trian Civil Code, promulgated July 
- first, 1811. This Code is still in force 


in the states of Central Europe which 
grew out of the Austro- Hungarian 


Empire, and is thus in force in Czecho- 
slovakia. The text of paragraph 365 
runs as follows: 


If the public weal demands it, a subject 


_ of the state is in duty bound to forego even 


the full right of ownership in return for 
appropriate compensation. 


This provision was incorporated in 
other Austrian laws, under which 
expropriation was possible: 


1. For the construction of roads ' 

2. For purposes of water conserva- 
tion * 

8. For the construction of railways® 

4. For purposes of mining.‘ 


These laws are still in force in the 
Czechoslovak Republic, the Constitu- 
tion of which, promulgated on Feb- 
ruary 29, 1920, contains a provision,* 
under which it is possible to restrict 
private ownership or to expropriate 
property only by law and in return 
for compensation, unless a law provides, 
or shall in the future provide, that no 
compensation be given. 


The World War brought with it in 
every country state control of 


1 Cabinet Decree of May 19, 1853. 
= ? Law of May 30, 1869. 


x * Laws of May 13, 1870 and February 18, 1878. 


Law of 13, 1854. 
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trade in food-stuffs, metals, and other 
commodities, called by the Germans 
gebundene Wirtschaft, Planwirtschaft 
(directed economy, planned economy), 
In the course of the first ten years after 
the war this control was gradually 
liquidated, although in some countries 
house-rent control was_ introduced, 
which still exists in Czechoslovakia, 
but will probably be abolished in the 
near future. 

Nevertheless, the power of the state 
to intervene and to regulate in the 
sphere of economic and social develop- 
ment is very considerable, and is fav- 
ored not only by the Socialist parties 
but also by parties which are essen- 
tially Liberal. The doctrine of laissez 
faire, laissez passer is a thing of the 
past. 

As regards, in particular, the powers 
of the state in Czechoslovakia touching 
land ownership, they may be divided 
into four groups: 

1. The right to expropriate land 
privately owned for building 
purposes 

2. Limitation of ownership of forests 
in the interests of sound fores- 


8. The protection of small tenant 
farmers 

4. The expropriation of certain por- 
tions of all large landed estates 


aia STATE oe In Economic for purposes of land reform. 
EVELOPMENT 


Each of these groups is briefly dealt 
with in the following discussion. 


1. ExX®PROPRIATION FOR BUILDING 
PuRPOSES 


The housing crisis is one of the most 
burning problems in the countries of 


hoslovakia 


t 


Europe. In the large and medium- 
sized towns, in particular, the situa- 
tion has so far been only ameliorated, 
but not completely remedied. The 
Czechoslovak Housing Acts * provide 
for the expropriation of privately owned 
land for the erection of houses or public 
buildings, as follows: 


(a) Dwelling-houses 

(b) Essential premises for poor farm- 
ers 

(c) Essential business premises for 
poor traders 

(d) Necessary but not extensive 
premises for codperative so- 


cieties manufacturing com- 
modities 
(e) Necessary buildings for public 
purposes 
' (f) Lands and gardens for sanatoria, 
and so forth 


(g) Necessary transportation. 


For building sites, land is to be taken 
in the following order: first, that which 
belongs to the state; second, land that 
belongs to the local authorities, es- 


pecially sites that have already been 


parceled out for building purposes and 


are suitable; and finally, sites not 
hitherto parceled out. Land that is 
not productive is to be taken first, and 
only in cases where it cannot be avoided 
is productive land to be taken. Only in 
» the third case is it possible to apply 
for the expropriation of private land, 
which can be expropriated only when 
there is in the locality no land owned 
by the state or by local authorities 
which is suitable for building purposes. 

The expropriation of private land is 
further restricted where the owner can 
prove that it is essential for the needs 
of his own trade, farm, house, or house- 
hold. The expropriation of private 
land is not permissible where the owner 
offers to the person who asks for the 


* The first was passed in December, 1919, the 
last in March, 1928. 
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expropriation other land in the locality 
suitable for building purposes and at a 
reasonable price. It is likewise not 
permissible where the owner himself 
undertakes to devote the land, within 
a certain period, to building and other 
purposes for which the law allows 
expropriation. 

Expropriation of building sites takes 
place under the previously mentioned 
paragraph 365 of the Civil Code in 
return for appropriate compensation. 
The amount is fixed by the local gov- 
ernment offices, either alone or in agree- 
ment with the parties interésted. If 
the latter are not satisfied they may 
appeal to two higher instances, the 
Office of the Province and the Ministry 
of the Interior or to the Supreme Ad- 
ministrative Court, or even to the 
ordinary courts of justice. The pro- 
cedure in expropriation is in the hands 
of the local government authorities, 
and the investigation takes place on 
the spot and in the presence of the 
persons interested. If the person for 
whom the land is expropriated does not 
carry out the building operations in 
the time prescribed by the authorities, 
the former owner may ask to have the 
expropriation annulled, and the land 
restored to him. In addition to that 
he may sue for damages. 

Little use has been made of this | 
provision. 


2. OF OWNERSHIP OF 


In view of the proposed forest re- 
form and of postwar economic condi- 
tions generally, it was desirable in the 
interests of the public to provide in- 
creased protection for forest property. 
This is the sense of an Act passed on 
December 17, 1918, and of the Act of 
February 29, 1928, dealing with the 
provisional protection of forests. Un- 
der the terms of this Act the power of 
the state to interfere with private 
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ownership concerns the 


points: 


following 


(a) The owner of a forest may be 


A required to manage it along 


certain lines. 
eal Owners of forests who do not 
vpabe manage them according to 


imposed plans are required to 
report to the appropriate au- 
thorities _the amount felled, 
3 Saokh (except in cases where not 
than twenty-five cubic 
Meters of timber are felled 


By annually), and permission must 


be obtained for felling more 
than the normal quantity 
prescribed by the Act. 

(c) In order to insure that forest 
areas on which the timber has 
been felled shall be reforested 
in timely and adequate fash- 
ion, the authorities can demand 
the deposit of an appropriate 
guarantee, in cash or securi- 
ties, and if the owner fails to 
do his duty, the authorities 
may carry out the reforesta- 
tion at his expense. 


(d) In case of serious infringement 


of the provisions of the Act, or 
if there is good reason to fear 
that such infringement wil! be 
repeated, the Ministry of Agri- 
culture may appoint a person 
to manage the forest at the 
expense of the owner. Spe- 
cial provisions in this respect 
apply to the large forest 
properties which come under 
the Land Reform Acts. 


8. PRoTEecTION oF SMALL TENANT 
FARMERS 


Postwar social and economic condi- 


tions in Czechoslovakia permitted of 
no delay in dealing with agrarian ques- 
_ tions, and therefore, before a beginning 
made in carrying out Land Reform, 


tenancies was made possible. An Act 
of May 27, 1919, provided that small 
tenant farmers might buy the land 
which they had held in unbroken ten- 
ancy since October 1, 1901, if the area 
of their farms, including the land 
acquired, did not exceed eight hee- 
tares each (approximately twenty 
acres.) Compensation to the owner 
was fixed by the court in charge of the 
matter on the basis of prices obtained 
for land in the particular locality in 
the year 1913. This measure per- 
tained to land owned by the state, 
the large landed estates that came un- 
der the Land Reform plan, estates 
entered in the provincial land registers, 
and land belonging to the Church and 
Foundations, irrespective of the area 
of the estates. The plan was concluded 
by 1923, and under it, 128,557 tenants 
purchased altogether 101,119 hectares 
at the aggregate price of Ke. 179,0838,- 
380. About eighty per cent of this 
land was purchased from the large 
landed estates subject to the forth- 
coming Land Reform. 

A further Act, passed on October 30, 
1919, was designed as a temporary 
protection for small holders against 
an increase of rent or notice to vacate, 
such as would threaten their livelihood. 
This compulsory maintenance of ten- 
ancy affected land, farmhouses, agri- 
cultural premises, and gardens. The 
protection was given only to tenants 
who had no land of their own, rented 
no more than eight hectares and, with 
their families, farmed the land person- 
ally. Objections by an owner to the 
prolongation of the tenancy were heard 
by the court. An increase in rent was 
allowed, and if the two parties could 
not agree on the amount, the sum was 
settled by a court of arbitration com- 


a number of measures were passed for 
the protection, in particular, of poor 
farmers and small landholders. 

First of all the purchase of long-term 
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of a judge (chairman of the 
District Court) and two assessors 
nominated by the two parties. This 
Act expired in 1926. 

Similarly, a measure of April 11, 
1919, protected the interests of the 
landless users of pastures in Slovakia. 
The shortage of pastures was remedied 
by requiring owners of suitable land 
to lease an appropriate portion to local 
small farmers and cotters. This meas- 
ure was extended, but expired in 1929. 
Due provision was made for the settle- 
ment of disputes. 

In Carpathian Ruthenia, land rent 
was as a rule not paid in money but in 
kind; that is, with a certain proportion 
of the yield. These “share tenancies” 
originated at a time when money was 
little used, and they were equivalent 
to the French métayage. They were 
more advantageous to the owner than 
money rents. In Carpathian Ruthenia 
it was the aim of the state to protect 
the primitive tenants of land up to the 
amount of twelve hectares, who were 
being badly exploited by this system of 
“share renting.” An Act of July 21, 
1921, therefore, enabled them to pay 
their rents in money instead of in kind. 
This protection was extended by sub- 
sequent Acts up to the end of 1926. 

All these adjustments affected the 
land of the big estates subsequently 
coming under the Land Reform plan, 
and, with minor exceptions, all other 
land. 

Reference may here be made to 
another measure designed to secure 
the normal execution of the Land 
Reform plan. This was the Act of 
January 30, 1920, concerning com- 
pulsory tenancies on the big estates 
coming under the Land Reform. In 
places where the demand for land was 
urgent, and where the Land Reform 
plan could be shortly initiated, the 
State Land Office could require the 
landowners to lease to quelited appli- 
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cants a minimum area of agricultural 
land for a period not exceeding six 
years. A prolongation of these com- 
pulsory tenancies was made possible in 
the west of the Republic up to the 
end of 1926, and in the east to the 
close of 1929. 

Land applied to this purpose did not 
exceed fifteen per cent of the total area 
of the large estates. In this way, 
265,182 poor farmers and landless per- 
sons received altogether 141,172 hec- 
tares. On an average each family 
received 0.53 hectare in tenancy. 
Allowing for the fact that some of the 
tenants had land of their own, the 
amount of land held by each family 
averaged 0.83 hectare. This measure 
was part and parcel of the Land Reform 
plan. On the execution of the Land 
Reform plan these tenancies were 
converted into definitive ownership. 
The social and political significance of 
the measure was that it allowed the 
state an interval of three years for 
making the legal and practical prepara- 
tions for the definitive Land Reform 
plan. 


4. EXpROPRIATION FoR LAND REFORM 


The Land Reform plan, affecting 
certain portions of all private estates 
exceeding one hundred and fifty hec- 
tares of agricultural land or two hun- 
dred and fifty hectares of land of any 
description, represents the greatest 
interference with the rights of private 
ownership in Czechoslovakia. 

This reform does not deal with a 
problem peculiar to Czechoslovakia, 
but with one affecting the whole of 
Central and Eastern Europe. While in 
Western Europe the French Revolu- 
tion and the political and social de- 
velopments following it had produced a 
new order, the old order still persisted 
in Central and Eastern Europe. The 
World War, however, produced a 
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 monarchical government in Russia, 
and Austria-Hungary, and 
everywhere opened the way to a con- 

structive social and economic policy. 
_ At the head of this movement, as the 


Land Reform—the new adjust- 
ment of land ownership. According 
to figures given by Sergius Maslov, 
fourteen countries in postwar Europe, 
representing seventy-one per cent of 
the whole area of the Continent and 
fifty-seven per cent of its entire popu- 
lation, have occupied themselves with 
this task, some in radical fashion and 
others with great moderation. 

Land Reform represents a great 
movement for the democratization of the 
land, for strengthening the principle of 
the private ownership of land and for the 
liquidation of entailed estates as the last 
relic of feudalism. The primal char- 
acter and the extent of this movement 
are such that it has been discussed 
at all international agricultural con- 
gresses. At the gathering of the In- 
ternational Institute of Agriculture at 
Rome in 1928, His Excellency M. de 
Michelis, who presided, said in his 
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Czechoslovakia previous to the inaugu- 
ration of the reform. 

The Czechoslovak Republic is com- 
posed of the former lands of the Czech 
Crown, (Bohemia, Moravia, and §j- 
lesia) together with Slovakia and Car- 
pathian Ruthenia, all these territories 
having been united in 1918 into a single 
state. From the tenth century on- 
wards, the Czech lands formed an 
independent state—the Kingdom of 
Bohemia—which, from the year 1526, 
had monarchs of the Habsburg dy- 
nasty, and in the course of time became 
an integral part of the Austrian Empire. 
Slovakia and Carpathian Ruthenia, 
on the other hand, were parts of Hun- 
gary. The state, as now revived under 
the name of the Czechoslovak Repub- 
lic, has an area of 140,394 square 
kilometers, and more than 1414 million 
inhabitants. 


PoputaTION LARGELY AGRICULTURAL 


Some 39.6 per cent of the population 
are engaged in agriculture, including 
forestry and fishing. In 1910 the 
proportion of the population engaged 
in agriculture was forty-two per cent. 


upbyi | Occupations Bohemia and Silesia Slovakia Ruthenia 
wr itis Per Cent Per Cent Per Cent Per Cent 
Agriculture, forestry, and fishing. ...... . 29.7 35.2 60 .6 67.6 
Industry and commerce................ 40.9 38 .2 17.7 10.6 
Other occupations..................... 29.4 26 .6 21.8 
speech: ‘‘This agrarian change, which The western portion of the Republic is 


offers the necessary basis for a better 
social order, will no doubt give to the 
twentieth century one of its character- 
istic mar 

In addition to social causes, land 
reform in each country had its special 
causes. Let us examine briefly the 
agrarian conditions prevailing in 


4 


very considerably industrialized, but 
the industrial character declines as one 
proceeds eastward, where the agri- 
cultural element becomes more and 
more pronounced. The above figures 
illustrate this. 

The density of population declines 
from 128 per square kilometer in the 


Crm 
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west of the country to 48 in the east. 
The average density is 97 per square 
kilometer. The total area is 14,035,- 
572 hectares, divided as follows: 
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Hectares? 
1,381,045 
16,940 
1,194,480 
Ponds and other water............ 17,452 
Area built on, or barren.......... 650,490 


Land ownership conditions were last 
adjusted in the nineteenth century by 
the abolition of the final remnants of 
serfdom through the emancipation of 
the peasants in 1848. Thus the old 
feudal system was abolished, and a new 
and more liberal agrarian system in- 
troduced. 

The following table shows the num- 
ber and the size of holdings in the 
Czech lands (Bohemia, Moravia, and 
Silesia) previous to the Great War: 


“dwarf farms’) accounted for 70.76 
per cent of all farms, but for only 6.49 
per cent of the total area of land. 
Peasant farms of from five to fifty 
hectares represented 16.87 per cent of 
the total number of farms, and 45.71 
per cent of the total area. On the 
other hand, the big estates represented 
a disproportionately large area. Own- 
ers of estates of two hundred hectares 
and upwards represented only .09 per 
cent of all landowners, but possessed 
$5.04 per cent of all land. Owners of 
two thousand hectares and upwards 
numbered, indeed, only 236 (.02 per 
cent) but they possessed 27.71 per 
cent of all land in the western portion 
of the present Czechoslovakia. 

Prewar statistics relating to the 
eastern part of the Republic are ad- 
mittedly unreliable in this regard, 
and it is therefore unnecessary to 
quote them. The peasant class was 
less numerous there than in the west, 
and the conditions for workers on the 
land were harder than those which 
existed in the west. It is little wonder, 
then, that the eastern part of the 


Size of Holdings (in hectares) ‘aime Percentage Sones Percentage 
94,960 40 1,354,689 17.45 
236 0.02 2,150,716 27.71 
1,483,042 100 7,760,606 100 


These figures show that in the west- 
ern part of present Czechoslovakia, 
small holdings of land (the so-called 


One hectare equals 2.471 acres. De hy 


country showed the biggest measure of 
permanent emigration (mainly to 


America) and also of seasonal migra- 


tion, for the purpose of agricultural 
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‘tuber, to the lowlands of Hungary, to 
Bohemia, and to Austria. 
Between 1900 and 1912, over three 
" i quarters of a million persons emigrated 
from the territories of the present 
Czechoslovak Republic, or one third 
as of the annual natural increase of the 
- population. The proportion has now 
er to one sixth. 


OF THE LarGce EstTaATEs 


[hell large proportion of the bigger 
sid estates consisted of latifundia, that is, 
entailed estates, of over one thousand 
hectares each. In Bohemia, seventy- 
werd three per cent of the large estates be- 
longed to this type. Such concentra- 
tion of landed property in compara- 
tively few hands in the Czech lands 
was not the result of economic develop- 
ment, but was the consequence of 
political persecution to which the 
Czech nation was subjected after the 
failure of the rising of the Protestant 
nobility and towns against the Roman 
Catholic Habsburg dynasty in 1618- 
1620. 

At that epoch the triumphant dy- 
nasty confiscated en masse the estates 
of the defeated, and in many cases 
exiled nobles and burghers. These 
estates were either sold or given to the 
adherents of the Emperor, and this 
concentration was stimulated by sub- 
sequent developments. 

The latifundia were protected against 
dispersion by the institution known as 
fideicommissio, under which the owner, 
as tenant for life, could enjoy the yield 
of the estate but was unable to alienate 
any of it. Such estates were thus 
maintained until recent times in condi- 
tions favorable for farming on a smal! 
scale rather than for large areas. 
Another group of landed estates which 
were “in dead hands,” and therefore 
never came into the market, was 


represented by the considerable prop- 
erty belonging to the Roman Catholic 


a 
Church. The great drawback of 
these estates was their bureaucratic 
system of management and the fact 
that they produced, in consequence, 
but little return. In the eastern parts 
of the state, ownership of land in the 
form of latifundia was less common, 
for no such far-reaching political inter- 
ference had taken place there as that 
represented by the Habsburg confisca- 
tions of the Czech lands. 

The situation was, however, affected 
by two circumstances. First, the 
greater proportion of the large estates 
including the latifundia, consisted of 
forests, mountain pastures, and so 
forth, so that the actual area capable 
of agricultural development represented 
but a small proportion of the whole 
and, except in the case of the pastures, 
was of a nature unsuited to the needs 
of the peasants and the landless class, 
The other circumstance was the fact 
that the big landlords leased a part of 
their agricultural land either in parcels 
to local small holders, or as self-con- 
tained farms of from fifty to three 
hundred hectares to tenants. In this 
way, both from the entailed estates and 
from the Church domains, a consider- 
able area of land came into the hands 
of the smaller farmers and peasants. 

Some idea of the distribution of 
owner-occupied and rented lands in the 
farm units can be gained from the fol- 
lowing table, summarized from prewar 
Austrian statistics of the Czech lands. 

This makes it clear that farmers 
possessing only their own land formed 
only about one half of all agricultural 
holdings in the Czech lands. Of all 
farms, ten per cent were let out on 
annual rental or lease. Discounting 
the small number of farms consisting 
of land loaned to employees, the re- 
maining forty per cent of all farms was 
of a mixed character, being partly 
land owned by the farmer and partly 
rented or leased land. With regard 
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Total 
2 Hectares 2-5 5-10 20-100 | Over 100 
Class of Farm braced and Under | Hectares | Hectares | Hectares | Hectares 
Farms with owned land 
457,065 172,274 94,748 143,150 43,639 8,254 
Farms with owned land 
of equal or greater ex- 
tent than the land 
SSE < 206,018 69,176 77,436 51,883 7,235 288 
Farms with owned land 
of smaller area than the 
rented land.......:.. 155,028 106,013 40,135 8,003 629 185 
Farms with rented land 
91,837 78,861 8,615 2,672 785 904 
Farms without owned or 
rented land, on land 
loaned by employers..| —_7,878 5,708 1,524 436 210 005 


to the big estates, about forty per cent 
of the Czech lands were rented or 
leased with their buildings. This leas- 
ing of complete agricultural units as 
well as the tenancies of parceled land 
reduced the effect of the latifundia and 
encouraged tenant enterprise. 

The rental was, in the great majority 
of cases, paid in cash. Only in the 
most easterly portion of the Republic 
was rent in kind customary, and this 
was delivered by the tenant from the 


yield of the harvest. 


GOVERNMENT INTERVENTION 
NECESSARY 


tain limitations. He could not sell, let, 


Such being the situation, inter- 


vention by the state was a necessity. 


Public interest and the common weal 
were imperative, above and beyond the 
property rights of some nineteen 
hundred owners of big landed estates. 
The carrying out of the Land Reform 
plan was entrusted to a special author- 
ity—the State Land Office— whose 
president was nominated by the Presi- 
dent of the Republic in accordance 
with the proposal of the Government. 
In some countries (Poland and Yugo- 
slavia) an independent Land Reform 
Ministry was created. 


The basic measure of the Czecho- 
slovak reform is the Act of April 16, 
1919, which proclaimed estates of over 
one hundred and fifty hectares of 
agricultural land (arable land, mead- 
ows, gardens, vineyards, and hop 
fields) or of over two hundred and fifty 
hectares of land of any kind (that is, 
including forests, water, and so forth) 
as zabrany, that is, “taken over.” 
This measure did not deprive the own- 
ers of the rights of ownership so as to 
transfer their lands to the state, 
eS by the Land Office. The 
owner remained owner, hut with cer- 


divide, or mortgage his property. In 
this way the big landed estates were 
available for the purposes of the Land 
Reform plan. The Act of April, 1919 
was rather a measure of inhibition (the 
German Sperre) and it is totally 
incorrect to describe it as one of con- 
fiscation, occupation, or expropriation. 

The Land Reform plan does not ap- 
ply to estates which belong to the 
parishes, the districts, the provinces, 
or the state. Under its provisions 
came 1,873 owners possessing: 1,278,- 
549 hectares of agricultural land, and 
2,741,620 hectares of forests and so 
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forth, iliing a total of 4,020,169 
hectares. 

Not all this area was, of course, 
intended for distribution among smal! 
farmers, peasants, and landless per- 
sons. The Act of April, 1919, provided 
that every owner should be allowed to 
retain in unrestricted ownership a 
quantity of one hundred and fifty to 
five hundred hectares, as well as all 
buildings not connected with the farm- 
ing of the land: while a subsequent 
measure, the so-called “Allocation 
Act,” provided that the owner should 
be allowed to retain all areas devoted 
to parks and forest reserves, historical 
and notable buildings, and so forth. 
Although not all owners have hitherto 
put in their full claims, the amount of 
land already restored to them and left 
in their unrestricted ownership is 
1,083,080 hectares, or 26.8 per cent of 
the total area shown above. It is 
estimated that, in all, owners will be 
allowed to retain some thirty per cent 
of their agricultural land, and some 
forty per cent of their forests. Land 
Reform does not therefore mean the 
complete parceling up of the big landed 
estates or their extermination, but 
merely the reduction of their size. 

The state secured the right to take 
over the properties required under the 
1919 measure, and to retain them in its 
own ownership or allot them to 
qualified applicants. The “Alloca- 
tion Act” of January 30, 1920 laid 
down the legal form of the distribution 
(fee simple ownership or tenancy, 
individual or corporative), and the 
qualifications of the applicants (poor 
farmers, landless persons, agricultural! 
workers, the parish and other local 
authorities, scientific and charity or- 
ganizations, and so forth). 

The underlying principle is to sup- 
plement small farms so as to make them 
capable of providing a living for the 
owner-farmer, thus strengthening the 
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category of small and medium farms, 
in order that they, instead of, ag 
hitherto, the big landed estates, may 
represent the center of gravity of 
agricultural production. 

Buildings connected with an agri- 
cultural industry carried on by the 
owners of landed estates were subject 
to the Land Reform plan only when 
they were exclusively dependent upon 
the agricultural output of the estate in 
question. The landed estates taken 
over have not been parceled out me- 
chanically, but, as far as possible, the 
largest farms, together with their 
buildings, have been allotted to the 
former tenants and officials of the 
estates— persons with appropriate 
training and experience. The average 
size of such farms is ninety-six hectares. 
The remainder of the land was dis- 
tributed among the local needy agri- 
cultural workers, an average of one 
and a half hectares going to each 
family. Where it was possible, new 
peasant settlements of an average area 
of 1,220 hectares have been founded, 
and the persons receiving land have, 
with the aid of loans advanced by the 
state, had the necessary houses and 
buildings erected. Land has also been 
allotted in villages and towns for hous- 
ing purposes, sites for gymnasia, recrea- 
tion grounds, and so forth. 


Basis AND METHOD OF > 

COMPENSATION 
An Act of April 8, 1920 provided 
that in every case compensation be 
paid in cash for the landed estates 
expropriated. The only properties 
taken without compensation were the 
lands of the former monarchy and 
dynasty taken by the Czechoslovak 
State, which was empowered by the 
Treaties of Peace to do so, in so far as 
such lands were within Czechoslovakia. 
The amount of compensation for ex- 
propriated estates corresponded t® the 
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rice of the land of such estates in the 


transference, the particular areas to be 
left in his possession by the state, the 
compensation to be paid, and the 
manner of payment. Only in about 
ten per cent of the cases was no agree- 
ment reached with the owner, and in 
these cases the state settled the matter 
according to the demand for land, 
proceeding in all cases according to law. 
The owner can appeal against the 
assessment of compensation to the 
Supreme Provincial Court, and again 
to the Supreme Administrative Court. 
Thus the courts, entirely independent 
of the State Land Office, can inquire 
into the case and ascertain whether 
compensation has been fully fixed 
according to the provisions of the 
law. 

The compensation is in every case 
apportioned by the court, which fixes 
the order and the amounts of payments, 
in respect of unpaid taxes, capital 

levy, mortgage debts, and other obli- 
gations incurred by the owner. For 
the balance, the owner has a claim upon 
the state. As a rule, one half of this 
sum is paid at once to the owner in 
cash, and the other half in installments. 
The institution of the “Compensation 
Bank” has been little used. The 


m years 1913 to 1915, and was fixed in 
of each individual case according to the 
character of the yield in the district 
‘. in question (beetgrowing area, grain 
- area, potato and grain area, fodder 
t area); according to the character of 
the property (land without build- 
a ings, land with buildings); or accord- 
2 ing to location (proximity to a town, 
m to a railway). Live and dead stock 
z was not expropriated, and the owner 
f usually disposed of it in the open 
market. 
5 In ninety per cent of all cases an 
. agreement was reached with the owner 
. of the estate as to the amount of land 
: required for allocation, the moment of 
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state pays four per cent interest on 
unpaid compensation. 

The recipients of the land, who so far 
number over half a million families, 
must pay for it the sum fixed by the 
Land Office. This price is about fifty 
per cent higher than the price paid as 
compensation to the large landowners. 
Out of the difference are paid: (a) all 
the expenses of the Land Reform plan 
(some twenty-seven million crowns 
annually); (b) the cost of providing for 
the employees on the estates taken 
over, who thus lost their livelihood 
(so far this outlay has been 279 million 
crowns); and finally (c) a contribution 
to the capital levy on the land taken 
(so far 91.6 million crowns have been 
paid under this heading). Where re- 
quired, the state advances the neces- 
sary credit to recipients of land out of a 
special fund, or guarantees such credit 
with the banks. Up to the present the 
credit advanced in these two forms to 
recipients of land totals 672.5 million 
crowns. 


Resvutts or LAND REFrorM 


So far, out of the estates of the big 
landlords, the state has taken over and 
distributed 812,405 hectares of agri- 
cultural land and 554,430 hectares of 
forests, and so forth, making a total 
of 1,366,835 hectares. 

The agricultural land thus distrib- 
uted represents about eleven per cent 
of all agricultural land in the country. 
It has been so allotted that 22.3 per 
cent forms farms of 30 to 120 hectares, 
while 87.7 per cent has gone to form 
holdings of under thirty hectares. 
Forest areas have been allotted, in the 
main, to the state itself and the local 
authorities, for the law forbids its 
distribution among individuals. Only 
in exceptional cases, where it is a 
matter of rounding off a farm, can a 
portion of forest area be allotted to an 
individual. 
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In respect to agricultural land, the 
reform has been completed, and in 1930 
-1931 the State Land Office wil! com- 
plete the reform in respect to the forest 
areas. The main recipients wil! be the 
state and the local government bodies. 

The fears expressed by opponents of 
the Czechoslovak Land Reform plan 
have not been fulfilled. The flourish- 
ing agricultural industries of the coun- 
try have not been adversely affected 
either in their output or in their devel- 
opment. Ownership of agricultural 
land has not been reduced to one level, 
for big estates are still proportionately 
represented in the structure of land 
ownership. Production on the land 
distributed has not declined, for official 
returns show a slight advance in the 
total crop yield as well as an increase 
in the average yield per unit of area. 


On the contrary, the augmentation and 
the strengthening of family-operated 
farms represents increased incomes and 
thus an improved purchasing power of 
the masses. The reform was revolu- 
tionary in its origin, but is soundly 
conservative in its results. It has 
contributed in substantial fashion 
towards reducing social contrasts and 
tension, and has made the masses in 
Czechoslovakia immune to the de- 
structive tendencies of Bolshevism. 
President Masaryk declared on Oc- 
tober 28, 1927 that “Land Reform had 
contributed to the consolidation of the 
Republic and thus has rendered great 
service to the whole of Central Europe.” 
This, its constructive function, is at 
the same time the justification for the 
state’s interference with the private 
property rights of individuals. 
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NTERNAL _ colonization and 
land settlement are not always 
synonymous and are not definite 
concepts. In the broadest sense of 
the word, land settlement means every 
type of relation of man to the soil, 
and embraces urban and suburban 
housing, allotment-gardens about cities, 
part-time and full-time garden settle- 
ments, and all types of settlement in 
rural areas. The concept “internal 
colonization,’ on the other hand, is 
limited to rural areas and other ter- 
ritories for agricultural settlement. 
In this sense, it embraces all types and 
uses of property, from agricultural 
giant farms (estates) to the most 
prelavent independent small and me- 
dium agricultural areas and down to 
handicrafts and workshops. The fol- 
lowing presentation is limited to this 
narrower concept of rural or agricul- 
tural settlement. 


Atm AND MetuHop or RurRAL 
SETTLEMENT 


In the broadest sense, the goal of 
internal colonization or rural settle- 
ment is the change and the improve- 
ment in the distribution of agricultural 
lands within the territory of the coun- 
try, from the points of view of economic, 
social, and population policies. In 
effect, it means the multiplication of 
the number of independent agricul- 
tural units which can be achieved 
(1) by bringing under cultivation moor 
and waste lands or former forest lands, 
or (2) by using old agricultural lands; 
that is, as a rule, by breaking up larger 

1 Translated by Karl Scholz. 


Rural Land Utilization 


—_ Research Institute for Agriculture and Land Settlement, Berlin Division, Berlin, Germany 
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agricultural areas into numerous in- 
dependent or dependent units and into 
individual parcels. 

For the former type of settlement, 
there are barren wastes of very con- 
siderable area available in Germany, 
but the preparation of the soil for 
agricultural use is so expensive that 
their reclamation under present price 
conditions and international exchange 
relations is unprofitable for agricul- 
tural production. Consequently, the 
settlement of areas wholly under cul- 
tivation in large units is today, as 
before the war, the chief sphere of 
activity of internal colonization. 

Furthermore, the concept “settle- 
ment” pertains to planned work, 
viewed from the standpoint of general 
welfare, and carried out by either the 
state or public corporations, or at least 
guided, supervised, and aided finan- 
cially by them. This, however, does 
not make rural settlement an artificial 
creation, for as long as the activity 
has been carried on in Germany under 
public guardianship, it always cor- 
responded and still corresponds to 
the natural development of rural land 
ownership relations, as expressed in a 
thousand individual observations. Sta- 
tistical compilations of agricultural 
units indicate a continuous advance 
of small and medium sized farms at 
the expense of the giant farms, that 
is, a complete or partial breaking up 
of such large estates. 

Since the eighties of the last century, 
this development has taken place amid 
the free play of economic forces, 
the of subdividers, 
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so-called estate butchers (Géerschlich- 


eS ter), and often enough by over- 
pricing and heavily burdening the 
_ newly established small landholdings. 


In the Prussian provinces of Posen 
and West Prussia, which showed a 
pronounced Polish speaking popula- 
tion, it was this development which 
allowed agricultural lands to pass out 
of the possession of German manorial 
lords and large farmers into the hands 
of small Polish peasants. To safe- 
guard against this movement, so un- 
desirable to the state, the Prussian 
Government in 1886 established the 
Settlement Commission for Posen- 
West Prussia, and thus took the first 
step toward public control and guidance 
in the division of large estates into 
small farm settlements. From this 
year we date the rural settlement or 
internal colonization in Germany, as 
previously defined. 

The Settlement Commission bought 
manorial estates and farms with public 
funds, divided them up into smaller 
farms, and sold them for a small initial 
payment and an annual rental to 
sons of German peasants and farm 
laborers. It thus made possible the 
transference of many farmers from 
the west and south of Germany to the 
east of Germany. All told, the Set- 
tlement Commission, in the thirty- 
two years of its activity (1886 to 
1918), bought 827 estates—613 from 
German owners, 214 from Polish 
owners; and 630 farms—356 from 
German owners, 274 from Polish own- 
ers; with a total surface of 460,451 
hectares. The purchase price was 487 
million marks, or an average of 1,057 
marks per hectare. About one third of 
the surface remained undivided, in 
larger estates; two thirds, or 309,931 
hectares, were divided, between 1886 
and the end of 1917, into a total of 
21,749 new farms, averaging 14.2 
hectares each. 
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OPPOSITION FROM POLISH SETTLERS 


Pronounced opposition to the ae- 
tivity of the Settlement Commission 
was developed on the Polish side by the 
settlement of Polish small farmers on — 
bought-up German and Polish mano- 
rial estates, and the Settlement Com- 
mission succeeded only after a period 
of years in outnumbering this coun- 
termovement. The hundreds of new 
villages, with their ornate farmhouses 
and their well-kept fields and gardens, 
became an outstanding landmark in 
the picture of agriculture, particularly 
in the Province of Posen. As a result 
of the unfortunate conclusion of the 
war, the greater part of the provinces 
of Posen and West Prussia have fallen 
into the hands of the Polish State. 
The activity of the Settlement Com- 
mission was thus terminated. A large 
number of German settlers were de- 
prived of their possession and had to 
flee to Germany. The Polish State, 
with abundant means and eagerness, 
and with considerable numerical suc- 
cess, then carried on the settlement 
with Polish peasants. 

Although national political reasons 
primarily guided the activities of the 
Settlement Commission, there was 
manifest necessity for the regulation 
of the parceling and the dissecting of 
large agricultural holdings of the newly 
colonized small farmers. This was 
made possible by the Farm Leasing 
Law of the year 1891. This law per- 
mitted the breaking up of large estates 
under private initiative, but sub- 
jected the carrying out to the super- 
vision and the codperation of state 
authorities, through general and special 
commissions. 

A “leased farm” is an improved 
piece of land (farm real estate) which 
is sold, not for a definite purchase price 
(although this also is established) but 
for a definite annual rental. The 
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rental is interest and amortiza- 
tion and extends over a period of 
between fifty and seventy years. Aside 
from exceptional cases it cannot be 
increased nor terminated; on the other 
hand, the burdened lessee can at any 
time substitute the payment of the 
debt balance for rental payments. 

With the consent of the Land Board, 
the leased farms can be sold only to 
non-members of the family, or divided 
up, and in case of inheritance, must 
be sold as a unit to a single heir, at 
a moderate price (Anerbenrecht). The 
institution of leased farms makes it 
possible for small farmers with moder- 
ate capital to take over a medium sized 
farm of about ten to twenty hectares 
with sufficient buildings and equip- 
ment, since the total remaining pur- 
chase price up to ninety per cent of the 
loan value is leased. 

The Prussian State transferred to 
the Renten banks, already in existence 
and newly established, the collection 
of rents and issued income bonds which 
were purchased by private capital. 
The interest amounted to three and 
a half per cent, later to four per cent. 
In this manner, settlement was fi- 
nanced on a large scale, and private 
wild land speculation was frustrated, 
because this cheap capital was not 
available for it. The Renten banks, 
with the aid of the tax authorities, 
collected the rentals from the settlers 
and in turn paid interest to the holders 
of the income bonds, the Prussian 
State thus guaranteeing the interest 
on these bonds. The Settlement Com- 
mission as a rule also sold the 
farm leaseholds created by it for a 
rental to be paid into the state treas- 


ury. 


FoRMATION OF SETTLEMENT 
CoMPANIES 


Technically, the Settlement Com- 


mission and the Prussian Land Board 
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rendered service, their 
activity, as is unavoidable to a certain 
extent in bureaucratic organizations, 
was expensive and cumbersome. Con- 
sequently, the so-called provincial pub- 
lic utility settlement companies have 
been created in all Prussian provinces 
since 1903. They were organized as 
limited liability companies. Stock- 
holders were the Prussian State (usually 
holding half of the invested capital), 
provincial and district boards, rural 
centers, and other public organizations. 
These companies took over the entire 
execution of land settlement. The 
land offices in general merely continued 
to codperate in transferring the rentals 
to the Renten banks. 

These companies possessed the mar- 
ket in mobility of a private company. 
The large invested capital—before 
the war they had a total of about fifty 
million marks—and particularly the 
intermediary credits afforded by the 
state, gave them a broad financial 
foundation to purchase large estates 
for settlement purposes, to pay debts 
on these estates, and to erect buildings 
and other equipment necessary for the 
settling and the development of new 
communities. By means of the income 
bond credit, the capital funds and the 
intermediary credits of the state were 
kept liquid and in constant turnover. 
Management was essentially of mar- 
keting nature, but in the sense of 
self-managed public corporations. The 
Prussian State, in spite of its fifty 
per cent participation in the invested 
capital, had only one third of the votes 
on the Board of Directors and of the 
stockholders; but the choice of the 
manager and the managerial program 
required the approval of the state 
through the President of the provinces. 
Since the settlement companies, in 
spite of their private legal form, had 
public policies to carry out, and were 
thus in the nature of public utilities, 
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“the maximum return on the invested 
capital was fixed at five per cent. 
This organization was unusually 


; : successful in prewar years. The land 


settlement boards did not cease their 


activity with the development of settle- 
ment companies, but continued to 


work as before with the private settle- 


_ ment enterprises, the self-settling land 
- owners, the communes, and the dis- 
trict associations. 


Of 23,781 leased farms, 19,599 were 


For 


tivity was halted during the war. 
the period of actual work of the Set. 
tlement Commission and the settle. 
ment companies, namely, the twenty. 
four years from 1891 to 1914, the 
following results obtain; 528,950 hee. 
tares of land were divided into 41,887 


leaseholds. Thus, we have an average 
size of 12.6 hectares and an average 
annual creation of 1,743 leaseholds 
with an area of 22,000 hectares in 


round numbers. 4 


TABLE I—Prvussian SerrteMent Activity FRoM 1891 To 1919 


large estates. 


Eastern Western Total for 
Provinces Provinces Prussian State 
Number of estates acquired for total or 
2,298 8,808 11,106 
Purchased areas (hectares).............. 394,964 92,827 487,891 ) 
Areas divided into leased farms (hectares) 218,324 40,604 258,928 
Number of leased farms................ 18,125 5,656 23,781 
Of these, in excess of 5 hectares....... 12,047 1,996 14,043 


new developments and 4,182 were so- 
called supplementary purchases, that 
is, small agricultural areas which were 
enlarged intoindependent unitsthrough 
the acquisition of additional lands. 
The chief districts for this settle- 
ment were the eastern provinces, to 
the east of the Elbe, the territory of 
Consequently these, as 
is noticeable from the table, were 
divided up primarily. The average 


_ size of the leaseholds established is 
about twelve hectares. 
of the new settlements may be con- 


Two thirds 


sidered independent farm units. 

The total Prussian settlement ac- 
tivity from 1886 to 1919 (close of the 
war) may be summarized as follows: 
land areas acquired for purpose of 
settlement, 948,342 hectares; of which 
568,067 hectares were divided into 
leasehclds. The total number of lease- 
holds created was 45,530. 

Naturally, the entire settlement ac- 


Outside of Prussian lands, major 
settlement activities promoted by the 
state were carried on in Mecklenburg- 
Schwerin and in Oldenburg. In the 
latter state, settlement extended pri- 
marily to the moor and heath lands 
existing very extensively there; in 
Mecklenburg, where large scale farm- 
ing of old manorial estates prevails 
very extensively, settlement was car- 


‘ried on primarily in the so-called do- 


mains (state property). From 1900 
to 1918, 3600 workers’ establishments 
and 1230 small farms were there pro- 
vided for. 

We will not be far wrong in estimat- 
ing the total German prewar settle- 
ment, including that in Prussia, at 
about fifty thousand units, of which 
approximately thirty thousand may be 
viewed as independent farms. 

The total number of settlers, assum- 
ing four to five for each leasehold, may 
be placed at 225,000 in round numbers. 
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Numerically, this is not a very pro- 
nounced success when compared with 
the increases in German population 
of that time, but the majority of 
German settlers have been permanently 
preserved for rural lands and for 
agriculture, in contrast with the large 
masses which have migrated to the 
cities and the industrial districts (flight 
from the land). The best results of 
the settlement activity are along social 
lines and from the standpoint of popu- 
lation policy, since it multiplies the pos- 
sibilities of independent existence in 
rural areas and creates new outlets for 
increases in population. The posses- 
sors of leaseholds in general have paid 
their rentals very punctually. They 
have increased their fixed and working 
capital and developed their farms. 
They have distinguished themselves 
as very good farmers, and, in general, 
have made economic progress. 


Tue FepeRAL LAND SETTLEMENT 
Law oF 1919 


The World War and the German 
revolution have given a strong impetus 
to the land settlement movement in 
Germany. Even before the over- 
throw, certain groups, kindly disposed 
toward land settlement, under the lead- 
ership of the well known land settle- 
ment exponents von Schwerin and 
Sering, had prepared a bill which was 
announced as an emergency measure 
by the popular Assembly in January, 
1919. This was incorporated almost 
literally in a law, with only one note- 
worthy extension, by the German Na- 
tional Assembly in August, 1919, and 
was called the Federal Land Settle- 
ment Law. 

This law ties up organically with 
the land settlement organizations ex- 
isting in Prussia and transfers these to 
the entire Republic. Wherever public 
utility settlement enterprises do not 
exist, the federal states are required 
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to establish them for the purpose of 
creating new land settlements, and to 
enlarge existing small farms so as to 
make them individual, independent, 
agricultural units. The latter pro- 
vision, as to the so-called adjoining 
land settlement (Anliegersiedlung), is 
the main difference between this law 
and the order of January, 1919. 

The Federal Land Settlement Law 
regulates primarily the provision of 
agricultural settlement lands. It pro- 
vides that leased state domains, upon 
expiration of the lease, shall be offered 
to the public utility land settlement 
enterprises at no more than the rental 
value, in so far as their retention in the 
possession of the state is not necessary 
for construction, experimentation, or 
other purposes of a public or economic 
nature. The public utility land set- 
tlement undertakings are permitted to 
take over uncultivated moor land or 
other waste land for purposes of set- 
tlement. They have, moreover, a 
legal preferential purchase right to 
all agricultural areas located in their 
districts having an area in excess of 
twenty-five hectares, and can thus in- 
tervene in any proposed agreement for 
purchase, unless it is a sale to a relative 
or to a public legal corporation. 


SOURCES OF SETTLEMENT LAND 


The chief sources for the acquisition 
of settlement land, however, are the 
large estates with more than one hun- 
dred hectares of agricultural surface. 
Their owners are combined into land 
furnishing unions in all districts where 
their property constituted more than 
ten per cent of the agricultural area 
according to the agricultural census of 
1907. The land furnishing union has 
to provide land suitable for settlement, 
from the large estates, at the request 
of the public utility land settlement 
enterprise, at an appropriate price. 
Wherever an urgent need for settle- 
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ment land cannot be satisfied in an- 
other manner (with public lands, 
confiscated waste land, or preferred pur- 
chase right), the land furnishing union 
has the right to provide such land from 
the property of the large estates, in 
return for reasonable compensation, 
by means of expropriation. According 
to a later amendment, a redeemable 
rental value or mortgage corresponding 
to it may be regarded as appropriate 
compensation. A permanent commis- 
sion decides as to the expropriation 
and particularly as to the amount of 
compensation. This commission con- 
sists of two representatives of the land 
furnishing union and the land settle- 
ment enterprise, as well as of a chair- 
man appointed by the Land Board. 

First, estates of war profiteers or 
absentee landlords are to be acquired 
for Settlement, especially through ex- 
propriation. Next, poorly managed 
estates and those of unusually large 
size (Latifundien) are to be acquired. 
The obligation of the land furnishing 
union is fulfilled as soon as one third 
of the usable area of large estates in a 
district has been made available for 
settlement purposes, or the participa- 
tion of large estates in the usable area 
decreases to less than ten per cent. 
The provision of settlement land and 
particularly the selection of estates 
to be expropriated was thus placed in 
the hands of a compulsory organization 
consisting of a confederation of large 
landholders—a provision which was 
strongly opposed, but which has worked 
very well in practice. 

Carrying out of settlement and 
particularly financing was left to the 
individual states. In the states out- 
side of Prussia, public utility land com- 
panies were organized, modeled after 
the Prussian pattern. Thusin Bavaria 
Saxony, Mecklenburg-Schwerin and 
the smaller states, special settlement 
offices or settlement divisions of the 
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Ministry of Agriculture were arranged 
instead of land settlement companies, 
In addition to the provincial public 
utility land companies and settlement 
boards, so-called private settlement 
companies as well as corporations, 
district settlement companies, and so 
forth, were permitted to carry on the 
settlement work, even as before the 
war in Prussia; but it was provided that 
the land offices should approve, in 
individual settlement proceedings, on 
the basis of public usefulness. In 
this manner, they could also enjoy the 
cheap public credit. 


DEVELOPMENT OF GERMAN 
Postwar LAND SETTLEMENT 2 


After the unfortunate culmination 
of the World War, an unusually lively 
demand for possession of land was 
noticeable in Germany. It was called 
forth by the spatial confinement of the 
German people as a result of the sur- 
render of territory, the pronounced over- 
flow in all professions in consequence 
of demobilization, the continued com- 
pulsory provision of raw foodstuffs 
and the enduring shortage of provisions 
for some years, the almost complete 
cessation of migration, and the active 
propaganda for land settlement, par- 
ticularly among the veterans. 
But the shattering of German cur- 
rency and German public finance very 


2German settlement activity since the war 
has received thoroughgoing and extensive treat- 
ment in a special investigation of The Committee 
for Investigation of Production and Marketing 
Conditions in German Economy. It is pub- 
lished under the title, “Rural Land Settlement 
after the War,” Treatises and Reports of Sub- 
committee for Agriculture (second subcommittee) 
vol. 10, Berlin: E. S. Mittler and Son, 1930. 
The report was prepared under the guidance of 
the well-known agrarian and land settlement 
authority, Professor Dr. M. Sering, of the Ger- 
man Research Institute for Agriculture and Land 
Settlement Problems, Berlin Division, by the 


scientific expert of the Institute, Dr. Rudolf — 
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soon became a serious obstacle to the 
establishment of new farms. 


LAND SETTLEMENT 


The idea of land settlement there- 
fore first focused on the purchase of 
lands to be added to existing small 
land units—the so-called adjoining 
land settlement. This movement was 
strengthened by the events in Russia 
and the rest of Eastern Europe.* 

The enlargement of small units by 
supplementary purchases is a process 
which was also frequently observed 
before the war. It reflects the desire 
of small landholders to expand and to 
achieve independence if possible; that 
is, to arrive at a farm unit which will 
utilize on one property the entire labor 
power of the owner and his family, and 
on the other hand, will afford livelihood 
from agriculture alone. This move- 
ment has always been particularly 
pronounced in West and South Ger- 
many. To a certain extent, as pre- 
viously observed, it was encouraged 
by the prewar Prussian settlement 
activity. 

The Federal Land Settlement Law 
gave the small, dependent landholders 
a legal claim to larger tracts, which 
might, if necessary, be satisfied through 
the process of expropriation. In Prus- 
sia, adjoining land settlement was 
carried out systematically in almost 
allvillage communities. In accordance 
with a specific mandamus, which was 
followed by other German States, 
land areas necessary for new settle- 
ments were not to be narrowed too much 
by adjoining land settlements. It 
was also intended to avoid injuries to 
the economic management of the large 

3 Compare “The Agrarian Upheavals in East- 
ern Europe Outside of Russia”; a symposium, 
edited with introduction by M. Sering. Investi- 
gations of the German Research Institute for 
Agrarian and Land Settlement Problems, Berlin 
Division. Published by W. de Gruyter and 
Company, Berlin and Leipzig, 1930. 


ras 
INTERNAL COLONIZATION IN GERMANY 


farms of those who were required to 
surrender part of their land. 

It was not always possible to follow 
this order. It frequently resulted in 
conflicts between the large property 
holders, who were required to surrender 
land, and the land-hungry small prop- 
erty holders, as well as the Land Boards 
(represented in Prussia by the so-called 
Land Offices). Fixing compensation 
amidst rapid money depreciation due 
to inflation was particularly difficult. 
Frequently it was equal to zero, 
especially with reference to claims of 
large property holders and the con- 
sequent dragging out of payments. 

The surrender of land was carried 
out either through purchase or lease, 
with and without preémption rights. 
The number of farm unit enlargements 
during the first three years after the 
war amounted to over 24,000 annually, 
rose to 30,000 in 1922 and to 32,600 
in 1923. With the introduction of a 
new stable German currency toward 
the end of 1923, the abolition of a 
compulsory economy, and the sat- 
isfaction of many desires for land, 
adjacent land settlement activity de- 
clined very decidedly after 1924. The 
number of enlarged units decreased 
from 20,000 in round numbers in 1924 
to 5,700 in 1927, but rose again to 7,000 
in 1928. 

While in the earlier years the trans- 
fer of additional tracts represented 
primarily leasing of land (eighty per 
cent of the total), in recent years the 
relationship has been reversed, seventy- 
six per cent of the tracts being pur- 
chased in 1928. It is noteworthy 
that from year to year, the actual ob- 
jective of adjacent land settlement, 
namely, independence of small prop- 
erty holders, has been attained in 
relatively increasing measures. Statis- 
tical data pertaining to the total re- 
sult of adjoining land settlement are 
contained in the next section. The 
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effect of adjoining land settlement may 
be judged approximately as follows :* 


During the period of scarcity of food- 
stuffs, many people unsuited for agriculture 
obtained possession of land, by adjoining 
land settlement, which was subsequently 
poorly worked. . . . To a certain extent, 
a shortage of labor power was created by 
the transition of craftsmen and farm 
laborers to exclusively agricultural pur- 
suits. Many small farmers on uneconomic 
tracts gave up the adjoining lands when 
the food shortage during inflation years was 
over. These economic disadvantages asso- 
ciated with adjoining land settlement, as 
well as the social tensions, may be offset 
by the fact that forty to fifty thousand 
people have been made independent under 
the decree inserted in the Federal Settlement 
Law by the National Assembly in Weimar. 
In consequence, they are able to use much 
more, effectively their own labor power and 
that of their families, as well as the build- 
ings and inventory capital. They have thus 
attained the goal which, according to all 
experience, is the only way in which eco- 
nomically independent but socially de- 
pendent people can be kept on the farms. 
Only adjoining land settlement has made 
it possible during the period of extreme 
capital shortage for such a considerable 
number of hitherto dependent and semi- 
dependent people to be elevated to a posi- 
tion of independent farmers. Adjoining 
land settlement became an outlet through 
which the spiritual depression, which the 
Eastern European agricultural Bolshevism 
exerted upon German small landholders as 
well as upon landowning agricultural day 
laborers, could find a bearable and safe 


relief. 


New Lanp SETTLEMENT 


The creation of new land settlements 
began with the existing land settle- 
ment machinery in the year 1919. 
Originally, considerable public means 
were available for its execution (in 
Prussia, 110 million marks, inter- 
mediary credits, and the continuous 


‘“Rural Land Settlement after the War,” 
op. cit. part 2, end of paragraph 5. 
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Renten bank credit). Land settlement 
boards and settlement companies were 
animated by the best will toward 
land settlement. Settlement land was 
available in extensive quantity and 
could be provided partly out of state 
domains and by taking up preémption 
rights. Numerous settlers with suf- 
ficient initial capital and requisites 
for carrying on farming also applied. 
But rapidly progressing inflation de- 
valuated public funds, public inter- 
mediary credit, and the subsidies 
granted almost everywhere for building 
purposes, as well as invested capital 
of land settlement companies and pri- 
vate savings of prospective settlers. 
Money depreciation and the flight 
to fixed values caused the commodity 
market to approach more and more 
a complete standstill. No landowner 
was any longer inclined to surrender 
his land for worthless paper money. 

Consequently, new settlement, which 
in all of Germany amounted to 1,820 
farms in 1919, 1,926 in 1920, and 
2,619 in 1921, ceased very soon because 
of lack of funds, of land, and of settlers; 
but the wholesale influx of German 
settlers exiled from Poland, whose 
property in the former German ter- 
ritory had been confiscated and 
liquidated illegally by the Polish Gov- 
ernment, created an emergency situa- 
tion. The refugees were of the very 
best German small farmers. A change 
in profession was impossible for them, 
and their resettlement on farms was 
a political and moral duty. It was 
therefore carried out in spite of all 
obstacles created by irrational money 
conditions. The number of new settle- 
ments amounted to 2,963 in 1922, 
2,902 in 1923, and 2,797 in 1924. 
Forty to forty-six per cent of the new 
settlements in the eastern Prussian 
provinces were made by refugees. 

The necessary settlement land, which 
could not be bought in the free com- 
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| modity market, was provided by a 


special law (Refugee Land Settlement 
Law of 1923), largely through the 
voluntary offering of land on the part 
of large property holders and the inter- 
cession of land-furnishing unions, but 
in part also by the application or 
threat of expropriation provisions in 
the Federal Land Settlement Law. 
All told, 16,422 hectares, equal to forty- 
one per cent of the land from estates, 
were obtained by expropriation of 
property of large estates in 1922. The 
established compensations, as well as 
the voluntary sale prices, were of course 
very low, because of currency depre- 
ciation. They amounted to about ten 
per cent of the former value of the 
land, in so far as we may compute them 
by a comparison with the prevailing 
rate of dollar exchange. All the new 
settlements during the period of maxi- 
mum inflation (1922 and 1923) were 
carried on at the expense of large 
property holders, whose land was being 
taken, and of land settlement com- 
panies. In 1923, the rye bond was 
introduced to finance land settlements, 
the first stable value security in Ger- 
many, a precursor of stable currency. 


DIFFICULTIES IN FINANCING 
SETTLEMENT 


With the introduction of the Renten- 
mark and special credits for fugitive 
settlers, new settlement could be sus- 
tained on a large scale during 1924; 
but in 1925, the supply of land of set- 
tlement companies, created during 
inflation, was exhausted. About three 
fourths of the invested capital was 
destroyed by inflation, and public inter- 
mediary credits and building loans were 
available only in very small amounts 
in view of disorganized public finances. 
Interest on private capital was so 
high that the. settlement companies 
could avail themselves of only the most 
urgently needed credit, merely to keep 
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themselvesabove water. Consequently, 
new settlement declined very rapidly, 
particularly since the greater part of 
the fugitive settlers had been pro- 
vided for. In 1925, it amounted to 
1,785 farms, and in 1926 to 1,906 
farms. 

In the late summer of 1926, the 
Federal Government decided to assume 
responsibility for financing land set- 
tlement. The Reichstag created an- 
nual land settlement credits of fifty 
million marks for a period of five years. 
Prussia also made intermediary credits 
and building loans (house interest tax 
loans) available again, and in part 
restored the invested capital of the 
land settlement companies. In con- 
sequence, new settlement was given a 
strong impetus. The amount of pur- 
chased land to be settled, doubled and 
trebled. The number of new land 
settlements rose to 3,372 farms in 
1927, and to 4,253 farms in 1928. 

The composite results of internal 
colonization in Germany are set forth 
statistically in the following section. 

The free commodity market was 
revived very quickly with the new 
currency. Land was increasingly of- 
fered for sale at declining prices. The 
land settlement companies were now 
able to meet their land demand in- 
dependently. Practically, the com- 
pulsory measures of the Federal Land 
Settlement Law were no longer ap- 
plicable. In 1929, the economic con- 
dition of the large estates was fre- 
quently so unfavorable that in some 
of the small districts, the entire large 
property class is now impecunious and 
cannot be liquidated, simply because 
there are no buyers. In most eastern 
districts, the greater part of the large 
estates are for sale. The land settle- 
ment companies are practically the 
only purchasers of large estates, and 
they can buy only a fractional part of 
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Postwar Statistics or German LAND SETTLEMENT ACTIVITY 
TABLE Il—Acquisition or Lanp By LAND SETTLEMENT ORGANIZATIONS 
East* G West and Total for 
ast’ Germany | South Germany Germany 
(a) Absolute numbers (hectares) 
Settlement land in general.......... $73,543 127,960 501,503 
Of which 
a 1. Moor and waste land............ 21 20,325 20,346 
_ @. Public land (domains)............ 51,979 8,868 60,847 
4, Other land (primarily in possession 
9,678 53,395 63,073 
(b) Relative numbers 
Settlement land in general.......... 100 100 100 
Of which 
1, Moorand wasteland............. 0.0 15.9 4.1 
= 2. Public land (domains)............ 13.9 6.9 12.1 
S. Large estates... 83.5 35.5 71.2 
2.6 41.7 12.6 


* Included in this are the east Prussian provinces of Upper Silesia, Lower Silesia, Brandenburg, 
Grenzmark, East Prussia, and the two free states, Mecklenburg-Schwerin and Mecklenburg- 


Strelitz. 


Of the land analyzed in the above 
table, 41,268 hectares, or 9.8 per cent, 
were obtained from private possession 
(items 3 and 4) by exercising preémp- 
tion rights; and 26,481 hectares, or 
7.4 per cent, from estates (item 3), 
including 2,548 hectares of expropriated 
moor and waste land. All told, 70,297 
hectares, or fourteen per cent of the 
entire settlement area, have been ob- 
tained with the aid of compulsory pro- 
visions of the Federal Land Settlement 
Law. In the settlement area, land is 
not included which was surrendered 
directly by the landholders to ad- 
jacent land settlement through the 
intercession of the land offices. 


TABLE III—New Lanp 


The land furnishing unions in East 
Germany have obligated themselves to 
provide 1,390,000 hectares all told, of 
which they have made available in 
round numbers 370,000 hectares during 
the ten years from 1919 to 1928 
according to the Federal Land Settle- 
ment Law, or in round numbers, 
twenty-seven per cent. In the prov- 
inces of Upper and Lower Silesia, 
fifty-five and forty-four per cent, 
respectively, have been made avail- 
able. In West German districts, the 
province of Schleswig-Holstein has 
furnished twenty-eight thousand hec- 
tares, or forty-nine per cent of the 
land to be provided. 


West and Total for 
East Germany South Germany Germany 
Divided area (hectares) . . ee 190,101 69,413 259,514 
Number of new land settlements. Soe 16,127 10,216 26,343 q 
In excess of 5 hectares each............. 8,544 3,786 12,330 : 
Average size (hectares)................. 11.8 6.8 9.9 


az. 


\| 


Di 
Nu 


4 
4 Of 
1 
Ni 
q N 
N 


West and Total for 
East Germany South Germany Germany 
Divided area (hectares) . . 119,441 61,889 181,330 
Number of enlarged farms.............. 98,079 93,585 191,666 8 
Of which, enlarged in excess of 5 hectares. 27,384 11,007 | ORE 


TABLE V—Comprnep Resvutts or LAnp SETTLEMENT 


East G West and Total for 
st wermany | South Germany Germany 
Divided area (hectares)................ 309,543 131,301 440,844 ee ae 
Number of any established or enlarged Wwe 
farms. 114,206 103,801 298,007 
Number of new rly established or enlarged 
farms in excess of 5 hectares......... 35,928 14,798 50,721 ea 
TABLE VI—Re.ative OF INDEPENDENT Farms IN SETTLEMENT 
West and Total for 
Of 100 South Germany Germany 
New land settlements having 5 hectares ett 
Farms enlarged to 5 hectares........... 12 20 oe 
Sum of independent farms in percentages. . 14 22 
TABLE VII—Averace ANNuAL ReEsv.ts 
West and Total for 
East Germany South Germany Germany 
1,613 1,021 2,634 
Of which independent. . 854 879 1,233 
Made independent by adjoining land set- 
Compared with prewar annual farms in 
Prussia 
Of which independent farms ca.......... 1,000 85 1,085 
Annually divided areas 
After the war, about hectares........... 31,000 13,000 44,000 
Before the war, about hectares.......... 20,300 1,700 22,000 
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TABLE IV—Apsorntne Lanp SEerrLeEMENT 
| | | 
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TABLE VIII—Serriement In THE YEAR 1928 
Areas obtained for settlement... .... 78,468 hectares 
Divided for new settlement... .... 50,616 
Number of new settlements. ...... 4,253 
Of which independent, about...... 2,000 
Total number of independent farms, about. . 4,440 
Total number of independent farms, in 1929, about . 5,000 
TABLE [X—Personat Status or New Serriers (Prussia) 
Eastern Western Total for 
Provinces Provinces Prussia 
Number of new settlers................. 14,496 7,110 21,606 : 
Number of dependents................. 51,462 20,059 71,521 
Total number of settlers................ 65,958 27,169 93,127 
Of the new settlers: 
Those originating in eastern provinces. a 9,782 108 9,890 
Those originating i in western provinces... 627 6,710 7,337 
Those coming from lost territories (fugi- 
3,837 274 4,111 
Those coming from abroad.............. 250 18 268 
TABLE Funps Usep ror Lanp SerrLeMENt Purposes (1924-1929) 
Millions of Reichsmarks 
Intermediary credits 
Of the Federal Government......... 195.5 
House interest tax loan in Prussia. . TUT ET ET 77.5 
Reorganization credits for fugitive settlers. 70.0 
Settlement credits for ex-service men, building loans for non-Prussian . 
13.5 


* This represents an average of 78 million marks for six years, and in round numbers, 100 million 
marks for 1929. The same sum is available for 1930. 


pared with prewar years, but that the 


Status AND Future or GERMAN German East, “the land of large 


Lanp SETTLEMENT ACTIVITY 


The statistics in the preceding divi- 
sion show that land settlement activity 
in Western and Southern Germany 
has developed considerably, as com- 


estates,” has remained, now, as then, 
the chief settlement area. In spite of 
extraordinary difficulties due to fan- 
tastic depreciation of money during 
the first half of the decade, and to 
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the continuous deficiency in public fi- 
nances during the second half, German 
settlement activity, by creating in 
round numbers fifty thousand new 
independent farms (twelve thousand 
new settlements and thirty-eight thou- 
sand enlargements of small farms), 
has attained a scope which numerically 
lags behind the results of land settle- 
ment in eastern neighboring countries, 
but which nevertheless represents a 
noteworthy achievement, in view of 
German reparation burdens and capi- 
tal scarcity. Postwar land settlement, 
as shown in Tables VII and VIII of 
the preceding division, compares fa- 
vorably with the settlement activity 
of prewar years. In spite of all 
obstacles and privations, it has ac- 
complished manifold results. 
Present-day settlement is distin- 
guished from prewar settlement pri- 
marily by the fact that adjoining land 
settlement until very recently pre- 
dominated, and that new settlement 
was carried out almost exclusively 
with the aid of public credits and could 
not be carried out otherwise. The 
interest rate for private capital in 
Germany even today is so high that it 
precludes the marketing of low-priced 
interest-bearing bonds at reasonable 
figures. Prussian Renten banks were 
ruined by inflation and dissolved, but 
the newly established Prussian Renten 
bank has recently begun again to issue 
income bonds for purposes of settle- 
ment. Their marketability has thus 
far been limited. The Prussian State, 
furthermore, has to pay a high interest 
subsidy, (the interest rate is usually 
eight per cent), since a burden of more 
than five per cent on the settler is 
properly viewed as unbearable. The 
Federal intermediary credits will ‘be 
distributed and funded for separate 
land settlements as long as a permanent 
credit cannot be obtained with the aid 
of private capital. Consequently, new 


intermediary credits must continually wry 
be provided. 
For fifteen-hectare farms, which 
represent the most frequent size of 
farm settlements, the cost per farm a 
today is between thirty and thirty-six ies 2 
thousand marks, of which less than _ 
half is for land and the major portion 
for the erection of new buildings. In © 
round numbers, we figure on one fifth Be 
of the cost as down payment by the © 
settler, another fifth by special building re ie 
loans (in Prussia the house interest tax 
loans, which at present yield only ~ i 
per cent interest), while three fifths of — 
the costs are leased, as before the war. 
Compared with prewar times, the 
prices of farms are not high; but in 
view of the low commodity prices, 
which according to the purchasing 
power of the new Reichsmark are _ 
only slightly over half the prewar 
level, prices of farms might be still . 
lower if building costs had not gone 
up considerably. 
The economic condition of the new _ 
settlements, as shown in a special 
investigation at the beginning of 1929, _ 
was satisfactory on the whole.’ Eco- 
nomic bankruptcies (foreclosures) have _ 
occurred in exceptional cases only. | 
There is, to be sure, a very active farm 
real estate market, but its cause is to 
be discovered primarily in the effort 
to dispose of small units and to obtain 
larger units in exchange. The dif- 
ficult economic position of the fugitive 
settlers has been overcome very largely 
by a special act of codperation of the 
Federal Government. The indebted- 
ness of new settlers, to be sure, is a 
large capital sum, but the burdens are, 
on the whole, bearable. The pos- 
sibilities for settlers to obtain private 
credit are limited on account of their . 
rental burdens, but thisreactsinfavor 
of the settlers, in view of the general 


5 Compare “Rural Land Settlement,” op. cit., 
part 3, paragraph 1. 
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overestimate of the profitability of 
credit. 


Dirricutties To Be Mer 


The continuation of German land 
settlement activity, at least as ex- 
tensive as in the last two years, 1928 
and 1929, is not without elements of 
_ danger. On the one hand, there are 
pe indications to the effect that the neces- 
number of prospective settlers 
having eight thousand marks and more 

_ of their own capital funds will, in the 
long run, not be forthcoming. The 
generally difficult economic conditions, 
and particularly the need of German 
Brae make the saving of capital 


onthepart of smalland medium farmers, 
as well as of farm laborers, constituting 
the chief contingent of settlers, ever 
mere difficult. Therefore, there will 
_ have to be an effort to reduce the costs 
of land settlement, particularly build- 
ing costs, and this is already occurring 

successfully. 

This reduction can be achieved by 
decreasing the size of buildings, par- 
ticularly of dwellings, and by a very 
much simpler although substantial 
equipment of farm buildings. Par- 
ticularly, the farm buildings acquired 
at the time of purchase must be utilized 
to their utmost limit, by building 
dwellings into barns and stables. In 
this connection, a large share of the con- 
struction work should be left to the 
settlers themselves. The actual hous- 
ing of the settlers must take place as 
quickly as possible after the acquisition 
of farms, in order to reduce costly 
intermediary activities as far as pos- 
sible. As a result of the “farm en- 
largement”’ (Ausbausiedlung), from 
eight to ten thousand marks in costs 
can be saved for the average farm 
settlement, according to the calcula- 
tions of the author on the basis of land 
settlement practice. In consequence, 


the initial payment requirements may 
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be reduced to less than half of the ; 


_ 


present, namely, to from three to four 
thousand marks. In addition, the 
more primitive settlement also re 
quires less public credit. 

On the other hand, land settlement 
in Germany rises and falls with the 
further granting of public credits. To 
date, the farm settlement has required 
a house interest tax loan of - five 
thousand Reichsmark in round num. 
bers and a rental credit for the re 
mainder of the purchase price of twenty 
thousand marks in round numbers, 
and smaller dependent farms require 
correspondingly less. More than five 
thousand new land settlements can be 
established with an annual state credit 
of one hundred million marks, unless 
the prevailing method of settlement is 
fundamentally changed. Whetherthis 
sum can be made available for settle- 
ment work in the future, considering 
the enormous burden of the German 
State budget to make reparation pay- 
ments, as well as the burden on German 
industries because of rapidly increasing 
indebtedness to foreign countries, is 
uncertain. ‘ 


FARMERS 


Everything, however, will have to 
be tried in order to provide means to 
keep land settlement going, for from 
year to year it will have increasing 
importance and greater problems in 
Germany. Hundreds and thousands 
of agricultural estates and large farms, 
particularly in the eastern part of 
Germany, are confronted with eco- 
nomic collapse. In view of the world 
economic conditions of agriculture, 
the scarcity of capital, high interest 
rates, and burden of taxation in Ger- 
many, it appears as though large 
areas of German soil can be preserved 
for economic utilization only through 
the most arduous labors of small 
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farmers, whose demands are such that 
they will develop the utmost thrift in 
their habits of living. The placing 
of German lands in their hands be- 
comes a vital necessity for the German 
people, and therefore an unevadable 
problem of German land settlement. 
In consequence, the same development 
will of necessity take place in Germany 
as in Eastern Europe, that is, the 
transference of the larger portion of 
agricultural estates into the hands of 
small farmers. The contour of Ger- 
man agricultural organization will in 
consequence be fundamentally changed. 
Centuries-old conditions will be abol- 
ished. The development will have 
many painful consequences, eventhough 
it takes place, as in Germany, in ac- 
cordance with the ordinary forms of 
private and public justice. It will 
uproot a class of occupational agri- 
culturists who had been the pioneers 
and the promoters of German agri- 
culture. 


INTENSIVE FARMING NECESSARY 


In addition to this rural land settle- 
ment, a more extensive and larger 
problem of land settlement is develop- 
ing for Germany. It may be sum- 
marized briefly as follows: highest 
possible utilization of remaining Ger- 
man territory by means of intensive 
cultivation, creation of small truck 


‘Compare “Rural Land Settlement,”’ op. cit., 
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farms, and other intensive small-scale Waa 
agriculture. The beginning of this 
development can likewise be observed, 
although it has not yet been stabilized. _ ny 
When once carried out, there will ap- ss 
pear certain contrasts with the prog- 
ress in agriculture in other countries. pe 
Thus, for example, tractors and har-— pie 
vesters, for purposes of saving human 
labor power, will not appear in the fore- — 
ground as in the western part of the es 
United States, in Argentina, and in roe 
Australia. German small-scale agri- 
culture of the future will have to em- - 
ploy human labor most intensively for 2 2h 
purposes of production, since Germany _ 
has an excess of human beings. 
this is also possible to achieve in the 
modern and progressive sense. 


there will appear the harrow and the 
motor-driven hoe (yet tobediscovered). _ 
The endeavor to obtain, as in recent 
years, fertile soil, correct nitrogenous _ 
substances of the soil, seed selection, _ 
plant and animal breeding,andsoforth, 
has always been of greater significance = 
than mechanization of labor processes _ 

for agricultural technique. The crea- 
tion of small, intensive agricultural _ 
units will have to take place along 
these lines in the future. But all this 
will develop, of necessity, not only — 
for new land settlements, but also 
for the many hundred thousand ex- 
isting small farms in all parts of Ger- 
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- Polish Agricultural Land Organization Since the 
World War 


By Dr. Wactaw PontkowskI 


High School of Agriculture, Warsaw; Head of the Statistical Department of the Association 
of Polish Agricultural Organizations in the Republic of Poland 


OLAND is one of the largest 
agricultural countries of Europe. 

If we take as basis for comparison the 
area of arable land, Poland ranks fourth, 
following Russia, France,and Germany. 
The total area of the Polish State 
amounts to about 37.7 million hec- 
_ tares, of which 48.6 per cent is agricul- 


tural land, 10.2 per cent meadows, 6.7 


per cent pastures, 24.1 per cent forests, 
and 10.4 per cent other kinds of soil 
(gardens, land under buildings, roads, 
and waste land). 


PHYSIOGRAPHY OF PoLAND 


From the point of view of natural 
science, this large agricultural country 
shows a distinct physiographical uni- 
forinity. 

Poland’s climate does not differ 
_ greatly from the climate of Central 
Europe. It forms an intermediate 
_ stage between the sea and the continen- 
~ tal climate, while the characteristics of 
_ the continental climate are heightened 
_ towards the southeast. As regards 

_ temperature, the 7°-8° C. isothermal 

_ line is typical for Poland (for Germany, 
8° C.; for Russia in the same geograph- 
ical latitude, 7°). Regarding the quan- 
tity of moisture, Poland is composed of 


two distinct parts—the northern, cov- 


_ ering the main part of the country, 


with moisture of 450-650 mm.; and 


as the southern, with moisture exceeding 
- 650 mm., and reaching 1,200 mm. in 
the mountains. 

Land in Poland, with a few excep- 
tions, shows a substantial uniformity 
__ because it is of glacial origin. On the 


other hand, from the economic point of 
view, there is a great variety of types 
ofland. All kinds of land are found all 
over Poland. In the larger, northern 
part of the country are podsol and 
humus sand and sand with “black 
earth” in the form of islands, heavy 
clays and muds, and marshes. In the 
central zone, “‘léss” is the predomi- 
nant type, which to the southeast takes 
the form of “black earth” proper. 
Islands of chalk earth and sands are 
also to be found here. The southern 
mountains and the lower-mountain 
zone comprise chiefly Carpathian com- 
positions—clays, loams, and redzina. 
The fertility of Polish land is medium 
and the land is of the rye-potato kind. 
Most of the land of the northern and 
southern zones belongs to this class. 
On the other hand, all of the “léss” 
and “black earth”’ zone, some types of 
clay, mud, and redzina, are of the 
wheat—beet-root type. 

There are large stretches of land 
considered as waste land which, after 
drainage, can be transformed into 
productive soil. To this class belong 
marshy meadows, swamps, and partic- 
ularly turflands. They cover an area 
of about three million hectares. 

The area which should be reclaimed 
extends over about 18.5 million hec- 
tares. So far, about 1.2 million hec- 
tares have been reclaimed. A compar- 
ison of these figures shows that it will 
take a long time and large capital in- 
vestment to bring all Polish land under 
cultivation to enable its intensive ex- 


ploitation. 
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Judging from the review of natural 
factors, it would appear that Polish 
agriculture possesses a rather uniform 
character. As a matter of fact, this is 
not so. Traveling from west to east, 
we pass from intensively exploited 
agricultural properties, possessing dis- 
tinctly capitalistic features, to proper- 
ties of less productive activity and ap- 
proaching the primitive type. 

The reasons for the difference are to 


be found partially in the disparity in 
the psychology of the population living 
in the west and in the east of the 
country, but primarily in the long years 
of slavery of the country, in the differ- 
ent cultural, economic, and _ social 
standards of the three partitioning 
powers, and in their different policy 
with regard to Poland. Prior to the 
war, the highest development of Polish 
agriculture was attained in the western 
palatinates, and the lowest, in the east 
of the country. Central and southern 
provinces formed an intermediate stage. 

The World War, by creating a politi- 
cal unit out of three parts of “* Poland” 
of various agricultural production 
standards, formed a basis for specific 
conditions of development in each. 
There is no doubt that after the war 
these conditions were made somewhat 
worse in the west of Poland, whereas in 
the remaining provinces, especially in 
the central and eastern palatinates, they 
became favorable to the intensifica- 
tion of agriculture. As a result of this 
situation, a tendency developed to 
equalize the important differences ex- 
isting between the agriculture of the 
western palatinates and of the remain- 
ing territory of Poland. 


Economic DEVELOPMENT 


The development of independent 
Poland’s economic life up to 1924 took 
place under the predominant influence 
of inflation. For a certain transitory 
period, this created favorable condi- 
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tions for agriculture, but in the long 
run, it resulted in the disorganization —__ 
of agricultural units. During the ao 


flation period, agricultural classes en-_ 
joyed great facility in paying their 
taxes and their debts, and could with 
no great effort reconstruct their house- 
holds. On the other hand, thisled to 
a certain lack of a proper economic Y 
program and prevented puttingthrough 
some large capital works which de- rs 
manded a longer period of time, con- 
siderable funds, and proper business 
calculation. Finally, it destroyed the __ 
long-term, and subsequently the short- 
term, credits so badly needed by 
agriculture. 
Stabilization was attained in 1924, 
thanks to the putting into effect of a 
heavy taxation program which chiefly 
involved agriculture. In view of the 
minimum cash reserves and a lack of | 
savings, the agricultural classes were | 
deprived of working capital. Thus, in 
the year 1924-1925, there wasaheavy 
agricultural crisis and, although the Les 
succeeding years have brought a cer- > 
tain improvement, they have not re- ae 


~ 


moved the evil cause—the continuous 
burdening of agricultural units with 
short-term expensive credits. 

Among economic and social factors _ 
having a decisive influence on the status 
and the development tendencies of 
Polish agriculture, population, in re- 
gard to its number, its psychology, and te 
its professional classification, must be = 
considered first. 

As compared with Western Euro- 
pean countries, the density of popula- =| 
tion in Poland is not great—probably — 
about 79 inhabitants per square kilo- __ 
meter, as against 134.2 in Germany, _— 
102.3 in Czechoslovakia, and 80.4 in 
Denmark,— whereas great differences a oe 
exist among the various provinces of _ 
the country—265.9 inhabitants 
square kilometer in Silesia, 94.6 in 
southern palatinates, 84.4 in central 
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palatinates, 67.7 in western palati- 
nates, and 33.2 in eastern 


PopuLATION STRUCTURE 


_ With regard to population structure 
in Poland, the professional classes are 

The percentage 


_ poorly represented. 
of agricultural population amounts to 


. Germany, 39. 1 per cent in Czecho- 
a we slovakia, and 31.8 per cent in Den- 
ee si mark. It is interesting to note that in 
Fok the less densely populated parts of the 
country, the percentage of agricultural 
population is the highest. First rank 
Ig occupied by the eastern palatinates— 
84.1 per cent. Then follow the south- 
ern palatinates, 72.6 per cent, the cen- 
tral palatinates, 59.7 per cent, the 
aa western palatinates, 57.7 per cent, and 

Silesia, 16.1 per cent. 
+. Thus in Poland, with a compara- 
tively low density of population, an 
gh _ overpopulation is to be observed in the 
rural areas; that is, an excessive number 


of people per square kilometer are 
living on agriculture. 
_ There is an abundance of farm la- 


¥ bor i in Poland. A significant question 


7 oo as to the psychology of Polish 
ulturists. Not their numbers, but 
primarily their qualities have a de- 
 eisive influence on their efforts—on the 
| a greater or less material success of their 
aetivities. 
So far as the majority of the peasants 
are concerned, a type prevails to whom 
the capitalistic methods of agriculture 
are rather strange. This type is un- 
familiar with the requirements which 
would connect him with the world’s 
market. His object is first of all 
to feed himself and his family and, 
therefore, he does not sufficiently ap- 
preciate the value of his work. ‘This 
type is predominant in the east of the 
country and becomes more scarce as we 
move towards the west. 
In spite of low standards of social 


| 
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and economic development, resulting 
from a generally low educational 
level, the Polish agriculturist possesses 
all the characteristics enabling him to 
become an excellent farmer in the 
broad meaning of the word, because he 
is strongly attached to the land and to 
his profession, and he is persistent and 
intelligent. 

Means of transportation in Poland 
lack uniformity. They are most fa- 
vorably developed in the west and less 
so in the east. The length of railway 
lines per hundred square kilometers 
runs from 9.2 to 16.4 kilometers in the 
western palatinates, from 2.8 to 3.7 
kilometers in the central palatinates, 
from 4.2 to 6.5 kilometers in the south- 
ern palatinates, and from 2.1 to 2.9 
kilometers in the eastern palatinates. 
The length of highways per hundred 
square kilometers for the above men- 
tioned palatinates is as follows: from 
22.6 to 52 kilometers, from 5.7 to 13.8 
kilometers, from 17.1 to 30.8 kilo- 
meters, and from 1.3 to 2.9 kilometers, 
respective. 


AGRICULTURAL STRUCTURE _ 


The agricultural structure also shows 
great variety. According to the cen- 
sus of 1921 (comprising the whole 
Polish territory with the exception of 
Upper Silesia and part of the Wilno 
Palatinate), in an area of 30,340,669 
hectares there were 3,261,090 agricul- 
tural units, of which 34 per cent con- 
tained an area under two hectares, 
30.7 per cent from two to five hectares, 
32.1 per cent from five to twenty 
hectares, 2.7 per cent from twenty to a 
hundred hectares, and 0.6 per cent 
exceeding one hundred hectares. This 
classification does not convey a correct 
idea of the creative power of agricul- 
tural units, because of substantial 
differences between the intensity of 
cultivation and the productiveness of 
agricultural units varying in size. 
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According to the 1921 census, small 

roperties, under fifty hectares, cov- 
ered about 52.9 per cent of the total 
area. ‘They covered over 70 per cent 
of arable land, and 9 per cent of 
the forests. If we add to this area 
properties from fifty to one hundred 
hectares, the respective percentages 
were as follows: 55.4 per cent, 73 per 
cent, and 10 per cent. Since that 
time the distribution of large estates 
has made important progress and 
therefore the number of small proper- 
ties has increased. 

The greatest drawbacks to Poland’s 
agricultural structure may be stated as 
follows: (1) an exceedingly large num- 
ber of tiny farms, not self-supporting, 
which nevertheless afforded subsis- 
tence for peasant families; (2) the 
common custom, except in the western 
part of the country, of dividing farms 
among successors; (3) many farms not 
composed of adjacent land units; (4) 
obligations in kind of large landowners 
towards farmers; (5) common lands. 

In consequence of the first two draw- 
backs, the excess of small landholders 
tends to increase the number of weak 
units, incapable of progress. 

The fact that small farms are not 
composed of one land unit is a great 
handicap, impeding their economic 
development. There are 46.8 per cent 
of small properties under fifty hectares 
suffering from this evil. Of these, 16.6 
per cent are in western palatinates, 
47.1 per cent in central palatinates, 
47.1 per cent in southern palatinates, 
and 60 per cent in eastern palatinates. 
The degree of this deficiency depends 
primarily on the number of sections, 
chiefly arable land, into which the 
property is divided. This situation 
grows worse towards the east, and in 
the southern palatinates it also leaves 
much to be desired. 

Obligations in kind of one property 
owner to another, chiefly large land- 
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owners to farmers, are still in existence 
in the central and eastern palatinates, 
though they have been abolished in the 
southern and the western palatinates. 
In the central palatinates, the Russian 
Government granted the rights to 
350,000 farms on eight thousand es- 
tates. They were pasture obligations, 
on waste land, stubble fields, meadows, 
and pastures commonly used by the 
large landowner; forest obligations— 
rights of the farmers to obtain firewood 
and timber for building purposes from 
the landlord’s forest, to gather leaves, 
and so forth; and fishery obligations. 
In the eastern palatinates, the obliga- 
tions were called into being by the 
Russian Government almost exclu- 
sively for political reasons, in order to 
create and to maintain an animosity 
between the large landowners and the 
farmers. These are chiefly pasture 
obligations of a very extensive charac- 
ter as well as forest and fuel obligations, 
and so forth. They were granted to 
about 140,000 farm properties. 7 


SECTIONAL CHARACTERISTICS 


In the western palatinates, Poznai 
and Pomerania, the percentage of 
medium size properties above one 
hundred hectares is 1.3 per cent and 
1.5 per cent respectively; and of smaller 
farm properties, from twenty to one 
hundred hectares, 8.3 per cent and 12 
per cent respectively. This does not 
obtain in other parts of the country. 
Over fifty per cent of the small farms 
are under five hectares, but a consider- 
able number below two hectares con- 
sist of allotments, gardens, and subur- 
ban sites, which cannot be considered 
as a drawback to the agrarian structure. 
The properties are composed of one unit 
of land; obligations do not exist. Due 
to the fact that agricultural properties 
are in strong hands, farm labor is 
abundant. 

The most typical Polish farm struc- 
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2 ture” is to be found in the central 
 palatinates—Warsaw, Lédz, Kielce, 
Lublin, and Bialystok. The percen- 
tage of the area belonging to larger 
_ sized properties is about the average of 
the whole country—31.5 percent. The 
nurnber of properties under five hec- 
tares is 50 per cent; from five to twenty 


In the eastern palatinates there is a 
larger number of medium-sized prop- 
*) iy erties than in any other part of Poland, 
and also a greater number of large 


under five hectares. But owing to a 
much lower intensity of production, it 
pee is difficult to compare their agricultural 
structure with that of the other parts of 
thecountry. It must be observed that 
in eastern Poland, the self-supporting 
capacity is much lower than anywhere 
Existing obligations and the fact 
that properties do not consist of one 
} solid area, make conditions difficult. 
In the southern palatinates, the 
agricultural structure is worst. The 
number of tiny farms, under two hec- 
tares, amounts to about fifty-five to 
sixty-eight percent. The number of 
farms up to five hectares, the limit of 
capacity, amounts to 


eighty to ninety per cent, farms from 
a - five to twenty hectares, only twelve 
(re he cent, and farms from twenty to one 
‘ hundred hectares, scarcely one half of 
one per cent. The properties do not 
consist of one unit tract. 
--_In Upper Silesia there is a peculiar 
_ structure. There are a good many 
_ immense estates, a few medium sized 
_ prope rties, and numerous farms below 
five and even below two hectares. 
Many of the latter consist of allotments 
about industrial and mining centers. 


4 


EMPLOYMENT CONDITIONS 


As compared with the prewar period, 
the relations with workers have under- 
gone considerable changes, chiefly in 


Tne ANNALS OF THE 4 


the central and eastern palatinellll 
The hiring of farm hands takes place in 
the form of collective agreements, 
which prior to the war was the common 
practice in the central as well as in the 
eastern and the southern palatinates, 
So called “social allowances,” i.e., 
charges for health and accident insur- 
ance, provisions for invalids, and old 
age pensions have contributed to a con- 
siderable extent to the increase in labor 
costs. At present, all four classes of 
insurance are compulsory in western 
palatinates. In southern palatinates, 
only the two last named types are 
found, where as the last type prevails 
in the central and eastern palatinates. 
The lack of the first two classes of 
insurance is counterbalanced by the 
payment of the cost of medical assist- 
ance to workers and their families and 
by granting funeral expenses to the 
family in case of the worker’s death. 
But these expenses embarrass the 
employer to a much smaller degree than 
would contributions to insurance in- 
stitutions. 

A type most common, especially on 
large estates, is that of workers engaged 
for one year and receiving their remu- 
neration chiefly in kind. Somewhat 
akin to this type are workers owning 
their own houses or even tiny farms. 
They enter into a contract for the 
whole year, except for a few days indis- 
pensable for the working of their own 
farms. There are also permanent 
workers who are fed by the employer. 
Besides permanent workers, the owners 
of large estates employ seasonal and 
irregular workers. 

Credit conditions, as already ex- 
plained, are very unfavorable. The 
agricultural classes still suffer from lack 
of liquid funds for the purchase of 
artificial fertilizers, seed, fodder, and so 
forth. The crisis, which was caused by 
a considerable fall in grain prices and 
lasted practically one year, has in- 
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creased the difficulties which the agri- 
cultural classes have had to overcome. 
The only credit source, inadequate, of 
course, is the state. Private loans are 
exceedingly expensive, the rate of in- 
terest ranging from one and a half to 
two per cent monthly. 


GOVERNMENT ASSISTANCE 


Attention has been called to the 
deficiences in Polish agricultural struc- 
ture. Therefore, one of the first tasks 
of the Government of independent 
Poland was to attempt a reconstruction 
of agriculture. The first law of agra- 
rian reform was that of July 15, 1920. 
This law was intended to break up the 
larger estates, fixing areas varying from 
three hundred hectares down to sixty 
hectares as the maximum for landed 
properties. 

To carry out the reforms provided by 
this law, the Ministry for Agrarian 
Reform was established in 1923, and a 
new law passed on December 22, 1925, 
placed the whole question on a sounder 
basis. ‘There are provisions in this law 
reducing larger highly productive es- 
tates to a total area of 550,000 hectates, 
identifying the dismemberment of large 
estates with the establishment of sound 
basis for formerly dependent agricul- 
tural units by making possible the 
unification of separate parcels of land 
and by liquidating existing obligations. 

The customs policy of the Govern- 
ment until recently gave but a very 
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moderate protection for agriculture. 
Its purpose was primarily to keep down 
the costs of living to as low a level as 
possible. Thus, the interests of the 
consumers clashed with the interests of 
the agricultural classes, and the former 
were distinctly favored. Pursuing this 
policy, embargoes on grain exports or 
export duties were introduced several 
times. This policy continued to 1929. 

In the course of time, the conviction 
grew among Government officials that 
agricultural production, and particu- 
larly grain production, needed some 
protection. An expression of this view 
was found in the introduction of import 
duties on rye in the autumn of 1928. 
During 1929, import duties were also 
imposed on wheat, barley, and oats, 
primarily to counteract the unloading 
of German imports. 

The Government, wishing to avert 
excessive fluctuations in grain prices, 
both to producers and to consumers, 
began two years ago to purchase grain 
and to store it in grain elevators and 
granaries. The purchases effected in 
the autumn were made with a view to 
counteract excessive declines in grain 
prices when the market was flooded, 
and the Government hoped also by the 
intervention policy to counteract in- 
creases in prices in the spring. How- 
ever, this intervention occurred simul- 
taneously with the crisis in world grain 
prices, and the expected benefits did 
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Donatpson, Joun. International 
nomic Relations: A Treatise on World 
Economy and World Politics. Pp. xxx, 
674. New York: Longmans, Green and 
Co., 1928. 

Hate, Ropert Murray. The Public Fi- 
nances of Post-War France. Pp. xxviii, 
463. New York: Columbia University 
Press, 1929. $5.50. 

Rocers, James Harvey. The Process of 
Inflation in France, 1914-1927. Pp. xx, 
378. New York: Columbia University 
Press, 1929. $5.00. 

BiaisDELL, Donatp C. European Finan- 

cial Control in the Ottoman Empire. A 

Study of the Establishment, Activities and 

Significance of the Administration of the 

Ottoman Public Debt. Pp. viii, 243. 


_ New York: Columbia University Press, 
1929. $3.00. 


These five books are grouped because 
they all deal with the field of international 
affairs. It is true that two of them—the 
ones by Professors Haig and Rogers—seem 
to treat only of French finance, but the 
nature of modern public finance and of 
monetary problems is such that in these 
volumes also, international relations are of 
great, and at times of controlling, impor- 
tance. It may be added at once that each 
of the five is valuable and authoritative in 
its own field. 

Students of world questions now look 
forward to the annual surveys by Arnold J. 
Toynbee which have been published each 
year since the initial volume covering the 
period 1920-1923 with its specially bound 
introduction entitled “The World After the 
Peace Conference.” They are distin- 
guished by their scholarship which is both 
broad and extensive, and by their wealth of 
exact information for the periods covered. 
Published under the auspices of the Royal 
Institute of International Affairs, they 
furnish a continuous survey since the first 
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3 ae issue and will presumably continue indefi- 
nitely even though Professor Toynbee 
should at some time withdraw from the 
- authorship and the direction of the series. 


‘aet The Survey for 1928 is divided into four 
A 


parts, entitled “World Affairs,” “South- 
eastern Europe,” “‘The Islamic World,” 


is and “China.” Five excellent maps are 
er ae added and this year for the first time there 


a supplementary volume containing a 
eollection of the most important interna- 


tional documents dating from the year un- 
der review. 
Sa _ A brief reference such as this cannot 
dwell in any detail on the wealth of ma- 
_ terial and can only record the feeling that 
Professor Toynbee’s most effective presen- 
tation is that of the Near East, with which 
he is so thoroughly familiar. 
One or two general observations may, 
however, be made of this volume and of 
its predecessors. Like most studies of the 
> they are political in their emphasis. 
__Eeénomic issues are developed but not as 
though they are at all fundamental. Such 
matters as reparations and _ inter-Allied 
debts have their place, but largely because 
of their political significance, and are pre- 
sented accordingly. 
The world issues treated are naturally 
those of significance to British readers and 
are not always the ones that would be most 


_ valuable to Americans for any given year. 


Attention to detail and scholarly precision 
_ make the volumes invaluable but neces- 
sarily cause a delay in publication. Thus, 
the Survey for 1928 does not become avail- 
: _ able until late in 1929. The annual en- 
titled ~American Foreign Relations, pub- 
lished by the Council on Foreign Relations 
: under the editorial direction of Professor 
Charles P. Howland, is available more 
promptly. Each method has its advan- 
tages. 
Dr. Donaldson’s International Economic 
Relations is a pioneer work in a field that is 
calling for systematic treatment. Most 
studies of world affairs to date are political 
in their emphasis. Those that are histori- 
cal stress political as distinct from economic 
issues and often too are developed by treat- 
ing each nation separately instead of by 
conceiving the task as one of viewing the 
world as an economic whole. A different 
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approach is difficult, partly because it 
means breaking new ground and partly 
because most of the material available has 
been collected by governments along na- 
tional lines and for national purposes. 

This attempt is therefore welcome. It 
has involved the collection and the ar. 
rangement of a large amount of data, and 
their presentation in a clear and orderly 
manner. There is no special message pre- 
sented except the one implicit in the ma- 
terial and in the situation itself—that of 
the economic interdependence of all parts of 
the world and the obvious necessity for 
more effective codperation. Basic factors 
are presented first and then the structure of 
national and world.economy is analyzed. 
The last chapter is on world economy and 
world polities, followed by a general appen- 
dix containing notes and references ar- 
ranged by chapters. 

One of the most interesting and valuable 
of the recent adventures by American 
scholarship has been the series entitled 
Social and Economic Studies of Post-War 
France sponsored by the Columbia Uni- 
versity Council for Research in the Social 
Sciences. The studies were begun in the 
winter of 1925-1926 with the aid of grants 
made by the Laura Spelman Rockefeller 
Memorial to the Council. A committee 
planned the inquiry, the chairman being 
Professor Carleton J. H. Hayes, who also is 
editor of the seven volumes in the series 
now appearing. 

The first is Professor Haig’s study of 
French public finance. Those who have 
had even a glimpse into the difficulties of 
the subject will sympathize with the au- 
thor’s diffidence as expressed in his preface. 
It is encouraging to learn that, with the 
exception of the notorious falsifying of the 
accounts of the Bank of France in 1925, he 
has found no evidence of any deliberate 
misstatement. But confusion and unin- 
tentional errors abound. The most glaring 
seems to have been the overstatement by 
some seven billion francs of the Bons de la 
Défense Nationale on December 31, 1921. 
As Professor André Siegfried has elsewhere 
pointed out, French public accounts are in 
strong contrast to the care and the pre- 
cision of the economic life of the French 
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The volume before us is divided into 
three parts—the development of French 
financial policy since the war, the public 
debt of France, and, finally, taxation and 
expenditure. Available documents have 
been carefully and critically examined and 
compared and the Parliamentary debates 
thoroughly analyzed. The treatment is 
frank but sympathetic. Professor Haig 
sees clearly the setting within which French 
officials were compelled to function and 
does not chide them for failing to accom- 
plish the impossible. One of his most in- 
teresting conclusions is expressed just at the 
end of the volume, after his analysis of 
public expenditures: “‘ Any confident state- 
ment on how much France spent during and 
after the war—and even how much she is 
spending today—must be looked at with a 
cold and suspicious eye. Apparently no- 
body yet knows, and it seems quite proba- 
ble that no one ever will know exactly.” 

Some readers may regret that Professor 
Haig did not interpret French experience 
more fully in terms of general finance 
theory. If so, he will be better satisfied 
with Professor Rogers’ treatment, which 
from the outset is strongly theoretical. He 
has not studied the French experience 
merely to record what happened and when, 
but with the purpose of checking that 
experience against monetary theory. His 
study is statistical and a large fraction of 
the data has been charted. There are 
ninety-three tables and sixty-three dia- 
grams scattered through the volume. In 
its approach it is a valuable illustration of 
the use of statistical method in the study of 
monetary phenomena. 

Professor Rogers agrees with the now 
generally accepted view of the relation be- 
tween governmental budget deficits and 
inflation. This is the contention that the 
genesis of inflation lies in the necessity for 
the government to meet its shortage by 
borrowing from the central bank. . The 
additional purchasing power thus secured is 
utilized in the market in competition with 
the money already in use and prices are 
driven up. This, of course, makes the 
position not only of the general public but 
that of the government harder than ever, 
and new borrowing becomes necessary. A 
vicious circular advance of loans, ba 
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prices, more loans, still higher prices, is set 
going which is difficult to check. In this 
movement the relations between loans, 
price fluctuations, and the variations in 
exchange rates are of great importance in 
the formulation of monetary theory and 
also to the business man and the legislator. 
It seems entirely clear from this study 
and from the other one in the same field by 
Dr. Eleanor Lansing Dulles—The French 
France, i 
were the initial influence in the French in- 
flationary movement, and Professor Rogers 
points out that “the resulting rise in prices, 
with all the important consequences of such 
a rise, will be more than in proportion to the 
accompanying increase in monetary circu- 
lation.” Unfortunately, even this warning 
is not always enough to deter governments 
from resorting to inflation ander the pres- 
sure of war and postwar needs and it is not 
clear how fully an analysis of experience in 
such abnormal times can be relied upon as a 
guide under more normal conditions. 
Dr. Blaisdell’s study of Turkish finances 

is a welcome record of the difficulties of the 
Ottoman Empire and of the relations to 
them of the Western European financiers 
and governments. In a way, it is a famil- 
iar recital of incompetence on the one hand 
and of the relentless pressure of powerful 
finance on the other. The tale is softened, 
however, by the evidence of the real needs 
of the creditors to salvage the situation by 
introducing both financial and general 
economic order. 
The story is carried down to 1928 and 
pictures the situation under the new régime. 
One of its most valuable contributions is 
the clear view it gives of the contrast 
between the closely interdependent world 
of economics and finance and that same 
world divided in politics and in national 
aspirations. 


E. M. Patrerson 
University of Pennsylvania 


Hayes, Cartton J. H. France: A Nation 
of Patriots. Pp. x, 487. New York: 
Columbia University Press, 1930. 
$4.50. 
Much has been said and written con- 

cerning “nationalism” and “patriotism,” 

but few attempts have been made to ex- 
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amine egies and intensively the 
--_ means and the methods of inculcating them. 
‘This volume, by the author of Essays on 
maa? _ Nationalism, is an objective study of the 
ais agencies by which present-day Frenchmen 
are rendered “‘supremely patriotic” and by 
which French national psychology is 
“fashioned and fortified;”” for French na- 
tionalism, we are told, “‘is an artificial, not a 
natural creation,” depending exclusively 
neither on physical heredity nor on geo- 
graphical environment, and conforming 
neither to canons of biology nor of 
botany. 

Professor Hayes has really given us a 
general study of the propagation of pa- 
triotism, for, although France has been the 


us that “whatever may appear .. . as 

evidence perhaps of a menacing nationalism 
in France can be matched by equally in- 
criminating evidence in the case of the 
Unjted States, or of Germany or of 
Italy.” 

Eight chapters of the book are devoted 
to an examination of the patriotic réle of 
the government and the bureaucracy, the 
schools and universities, the military sys- 
tem, the churches, the press, the radio, and 

| the cinema, patriotic societies, and national 
symbols and ceremonies. Of them all, the 
author concludes, the “‘schools constitute 
the most pervasive and ubiquitous means of 
forming a truly French national psy- 
chology.” Nevertheless, the steady incul- 
cation of national patriotism does not make 
Frenchmen exactly alike, and two chapters 
on “regjonalism”’ and “internationalism” 
help to explain why. For students of post- 
war Europe, perhaps the most valuable 
chapter is that discussing the French at- 
tempt to assimilate the returned provinces 
of Alsace and Lorraine. More than a 
fourth of the book consists of appendices 
containing digests of typical school text- 
books, characterizations of French periodi- 
cals and newspapers, and other related 
material. The volume is well written, 
carefully documented, and should be of 
considerable value to political scientists, 
historians, and prospective visitors to 
France. 


F. Lee Benns 
Indiana University 
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special subject of investigation, he assures . 


SIEGFRIED, ANDRE. Sse A Study in 
Nationality. Pp. vi, 122. New Haven; 
Yale University Press, 1930. $2.00. 

In this small volume by the author of 
America Comes of Age, the perplexing per- 
mutations and combinations of French 
politics are explained and interpreted in ¢._ 
light of historical forces and national char- 
acter. Originally delivered at the Wil- 
liamstown Institute of Politics, these pub- 
lished lectures throw a flood of dry light on 
French character, psychology of French 
polities, political parties and foreign affairs, 
and the group system in the Chamber— 
closing with a comparison of French and 
Anglo-Saxon democracy. Professor Sieg- 
fried points out that political parties in 
France result from two great lines of cleay- 
age: first, acceptance or rejection of the 
French Revolution, with all the principles 
and changes which that implies; second, ac- 
ceptance or rejection of modern capitalistic 
production with its emphasis on codperation 
and discipline as opposed to individual- 
ism and liberty. France, the author main- 
tains, is the last stronghold of individualism; 
and with the future of individualism is 
linked the future of France. “If the in- 
dividual is to perish in the effort for collec- 
tive production, France also will perish. 
But if it is written that the individual will 
reappear triumphant, France also will rise 
eternal.” 

O. J. Hate 

University of Virginia 


Benns, F. Lez. Europe Since 1914. Pp. 
xii, 671. New York: F. S. Crofts and 
Company, 1930. $5.00. 

The time was when it was believed that 
the events within the lifetime of a writer 
could not be regarded as real history. 
Many a distinguished professor of history 
brought his course on modern European 
history to an abrupt close with the Franco- 
Prussian War of 1870-1871. Here we have 
a book of nearly seven hundred pages de- 
voted to the period since the outbreak of 
the World War. The change of attitude 
herein implied is to be welcomed. For in- 
sight into present-day problems, the events 
of the last sixteen years are more significant 
than are the developments between 1815 
and 1870. 
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itessas Benns’ book is especially wel- 
come in that we have no good and thorough 
manual on the tremendous changes which 
have taken place in Europe since the stir- 
ring days of July, 1914. It will be re- 
markably useful to student and teacher 
alike. After a brief but competent chapter 
on the immediate causes of the World War, 
about a hundred pages are devoted to the 
military and diplomatic events of 1914 to 
1918. ‘The remainder of the book is a well- 
proportioned treatment of the reconstruc- 
tion of Europe from the ashes of war and of 
the new political and diplomatic systems 
which have sprung up. The book is es- 
sentially political and diplomatic history, 
but much material is included on social and 
economic developments. 

The author writes with commendable ob- 
jectivity. The chapter on the outbreak of 
the World War is decidedly revisionist, 
though there is a little hesitancy about 
going the whole way. The Russian order 
of general mobilization on July 29th, which 
was countermanded at the last moment, 
appears as a partial mobilization against 
Austria-Hungary. There is no clear in- 
dication that the Belgian issue was merely a 
propaganda subterfuge for Great Britain 
and had nothing to do with the British 
decision to enter the war. The excellent 
chapter on reparations does not come to 
grips with the crucial question of why Ger- 
many should be paying any reparations, in 
the light of what we now know about war 
guilt. France’s struggle for European 
hegemony and military domination is dealt 
with as her “‘search for security.” But, by 
and large, the book is singularly free from 
wartime prejudices. This particular pro- 
fessor has not “stood pat” on the “story 
for babes” of 1917-1918. Nor does he 
tremble when contemplating the socio- 
economic system of Soviet Russia. He 
has done a good job on an important 
piece of work, and historians should be 
grateful for his patient labors and his 
sane appraisal of the birth of the New 
Europe. 

Harry E_mer Barnes 

New York City 


Kerevsey, D. M. A History of Modern 
Times from 1789 to the Present Day. Pp. 


©, 


623. New York: Thanos Y. Crowell 

Company, 1929. $3.75. 

A marked tendency exists at the present 
time among historians to treat European 
history in modern times as a phase of world 
history. This volume shows the influence 
of that conception, for three of the twelve 
chapters are allotted respectively to “‘ The 
Expansion of Europe,” “The Far East,” 
and “The United States.”” On the other 
hand, the cause of world history is served 
only by the juxtaposition of narratives and 
not by special attention to the interrelation 
and the interdependence of events. 

In dealing with the development of 
Europe, the author does not stray from the 
traditional paths of political narration. 
Bismarckian maneuvers in the Schleswig- 
Holstein question are accorded equal space 
with the industrial revolution and its social 
results. 

Within these limits, the book has much to 
commend it to the general reader as well as 
to the college student, for whose use it was 
obviously designed. The difficult task of 
selection and condensation has been per- 
formed with great skill and resourcefulness, 
and without omission of important facts. 
Forty well-chosen maps and charts il- 
lustrate the text. The story, which moves 
at a lively pace, is interspersed with vivid 
sketches in miniature of the dramatis per- 
sonae—Napoleon, Metternich, Alexander I. 
Bismarck, and Lincoln. Felicitous quota- 
tions brighten each page, while the author 
himself shows a happy faculty for turning 
neat epigrams; for example, “‘ Fascism be- 
gan as an instinct, and only later developed 
a philosophy.” Indeed, the volume shows, 
as the author hopes it will, that “‘the read- 
ing of history” is not “wholly divorced 
from the writing of English.” 


O. J. Hate 

University of Virginia 
ab. 
TownsEND, Mary Evetyn. The Rise and 


Fall of Germany’s Colonial Empire, 1884- 
1918. Pp. xviii, 424. New York: The 


Macmillan Company, 1930. $5.00. 

Miss Townsend will be remembered as 
the author of an excellent monograph on the 
development of the German colonial em- 
pire. It was not only a scholarly treatment 
of a subject neglected in studies in the 
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guage what also made a valuable 
ay contribution in the way of reconstructing 
oe our view of Bismarck’s attitude towards 
German imperialism. The Iron Chancellor 
a had been interpreted by most writers as 
an. anti-imperialist, but Miss Townsend 
_ proved him to be an ardent, if discriminat- 
ing, apostle of colonialism. 

Miss Townsend has made use of the ma- 
terial she assembled in this earlier volume 
ae has added to it a very thorough ac- 
count of German colonial policy and ad- 
- ministration and of the loss of the German 
colonies at the close of the World War. 
The result is a well-rounded picture of the 
colonial experience of the German Empire 

_ which will be of great convenience for the 
scholar and the general reader alike. It 
will be of special utility to those interested 
in appraising the methods and the results of 

modern imperialism. 

_ Miss Townsend writes with sanity and 
objectivity. She shares Professor Hayes’ 
skeptical attitude towards nationalism and 
imperialism, but this does not preclude 
fairness in telling the story. She is duly 
appreciative of the excellencies of the Ger- 
man system of colonial administration in its 
developed form, but this does not prevent 
her from making plain the mistakes and the 
weaknesses of the experimental period. In 
general, she is free from the wartime atti- 
tude towards German Weltpolitik and does 
not retail the Entente Epic. But there are 
a few slips. For example, we have refer- 
ence on page 305 to “the ruthless /Velt- 
politik which dominated Germany's For- 
eign Office during the ‘storm and stress’ 
period of her colonial history,” and to “the 
Kaiser’s reckless pursuit of world power, 
during the decade roughly defined by the 
years 1895-1905.” This is in the tempo of 
the Cheradame legends, but on the whole, 
such views do not mar the work, and it may 
be commended heartily as a fine example 
of reliable research and lucid exposition. 
Harry Etmer Barnes 
New York City 


Werner Rapes (Ed.), in association with 
the Wirtschaftspolitischen Gesellschaft. 
Berlin in International Economy. Pp. 
- 159. Berlin: Richard Labisch & Co., 


This curious volume, consisting of the 
original articles in German and the rather 
misleading translations in English, at the 
same time contains much material of great 
scientific interest intermingled with pages 
of portraits of business men and politicians 
and the type of literature which in America 
we have come to expect of enthusiastic 
city-boosters’ club secretaries. It will 
suffice, in this note, merely to mention 
those items which are of value to the sci- 
entific student of city life. 

Berlin, not unlike Chicago, is an inland 
metropolis, an immigrant city, and a gate- 
way city between an East and a West. 
The growth of Berlin into a world city is 
not unlike that of Chicago. In addition, 
however, Berlin is the capital city of the 
German Reich, and owes a great share of its 
importance and phenomenal growth to 
this fact. From a population in the sixties 
of 400,000 it has grown into the four 
million class. Unlike Paris, Berlin lost 
its function as a fortified town early in 
its history and grew rapidly by adding one 
peripheral district after another—a fact 
which accounts for the incorporation of 
independent settlements with large parks 
and open squares which reach into the very 
heart of the city. 

Since the close of the war, because of 
lack of building and new waves of migrants 
that came from all over Germany and Eu- 
rope, Berlin has been suffering from a hous- 
ing crisis. With the resumption of building 
activities, the old part of the city is grad- 
ually emptying its population into the 
outlying residential districts. The city 
proper, i.e., the centre, is coming more and 
more to resemble the typical concentration 
of ‘‘Hochhéuser” or skyscrapers of the 
American city. This is no longer regarded 
as a fad, but as a vital necessity. Simi- 
larly, the widening and the cutting through 
of traffic arteries is being resorted to, in 
order to facilitate communication. 

The Berlin of today is, from the point 
of view of area, the largest city in the world. 
Its industries have progressively been dis- 
placed from the center of the city to the 
outskirts, so that today the city is sur- 
rounded by a number of large industrial 
satellites with their respective colonies of 
workers. Besides these, there are now 
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large residential suburbs which extend over 
a radius of thirty kilometers, beyond 
Potsdam in the west and southwest. 
Rapid transportation has welded this region 
into a unit, with administrative control 
keeping pace. The zoning regulations 
adopted in 1925 permit the owners of 
building-plots to build on only from one 
tenth to one fifth of their area, thus assuring 
large green spaces and more wholesome 
housing than has hitherto been available. 
The city has been expending large sums 
to stimulate private and codperative 
building. 

The merit of the papers in this volume 
is very uneven. There are a number of 
instances of statements in some papers that 
are contradicted in others. Nevertheless, 
the volume is helpful to the student because 
it suggests a number of points which aid in 
orienting oneself with reference to the be- 
wildering mass of material that exists on 
the subject. For authentic facts, however, 
it is necessary to rely on sources other than 
those which have been collected in this 
volume. 

Louis WirtH 

Social Science Research Council Fellow, 

Berlin, Germany 


BuxHarin, Imperialism and 
World Economy. Pp. 173. New York: 
International Publishers, 1929. $2.00. 


In 1915, in the midst of the World War, 
Nikolai Bukharin, regarded, following 
the death of Lenin, as the leading Bol- 
shevik theoretician, but at present suffering 
under the displeasure of the Stalinites, 
wrote a vigorous and stimulating analysis 
of tendencies toward imperialism in modern 
world economy. His thesis was shipped to 
Russia, censored, lost, found, and finally 
published, and this year appears for the 
first time in the English language. 

Bukharin sketches the rise of trusts and 
combines in the leading industrial nations 
of the world and the fight on the part of 
these combinations for trade areas, for raw 
material, and for investment privileges 
abroad. This scramble for markets and 
investment areas tends, on the one hand, 
to make the capitalist class international- 
istic in its point of view, and, on the other 
hand, aggressively nationalistic. Capi- 


talists who nits invested in foreign cor- 
porations, who have loaned money to 
foreign governments and enterprises, and 
who have established factories abroad, are 
inclined to favor peaceful solutions of in- 
ternational difficulties, and these activities 
tend somewhat toward a peaceful inter- 


national evolution. Side by side with this 
development, however, we see the growth 
of a nationalistic capitalism fighting for 
high tariffs, for huge armaments, and for 
financial and military dictatorship over 
undeveloped regions. This attitude leads 
to armed conflict and, according to the 
author, is more powerful in its effect than 
is the internationalistic attitude. 

Thus, wars become inevitable and will 
take place, according to Bukharin and 
Lenin, until the workers revolt and trans- 
form capitalism into its opposite. 

Bukharin’s book was written during the 
horrors of the World War, and few then 
could envisage differences settled in any 
other way than through force. Since 
1915, the world has learned the lessen of 
the destructive effect of war on both victor 
and vanquished. International political 
organizations have evolved and interna- 
tional economic organizations have begun 
to make their appearance, while the controle 
of numerous governments has become more 
democratic than before 1914. Further, 
dozens of important raw materials, which 
Bukharin predicted were becoming in- 
creasingly more expensive and more sought 
after by industrialized nations, are now 
desperately seeking a market. 

And yet, the nations are still clamoring 
for higher tariff walls. The cost of arma- 
ments is far higher than before the World 
War and the struggle for markets for rubber, 
oil, and other natural resources, and for 
investment areas is still leading to bitter- 
ness and recriminations. The series of 
wars predicted by Bukharin are not in- 
evitable as a means of settling the dif- 
ferences between nations, but neither is a 
peaceful solution inevitable. If we are 
to avoid future holocausts, we must apply 
all of the intelligence, all of the courage, all 
of the social vision at our command to 
that task. As an antidote toa Pollyanna 
optimism regarding the international situa- 
tion—if for no other ented search- 
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ees ing analysis ol Bukharin is worthy of 
careful study. 
Harry W. 


Uniting Europe: 
The Trend of International Codperation 
; Since the War. Pp. xvii, 309. New Ha- 
ven: Yale University Press, 1930. $3.00. 
Professor Rappard, of Geneva Univer- 
_ sity, has given us a well-rounded account 
_ of the problem of securing peace and bring- 
| about economic codperation in post- 
. 2 war Europe. For this, it would seem, he is 
-inentl qualified, having been Switzer- 
land's representative at the peace nego- 
 tiations, and being a member of the Perma- 
nent Mandate Commission of the League, 
x as well as the director of the Post Grad- 
uate Institute of International 
Rappard writes from the 
of things. 
The book is the direct result of the 
sales Williamstown lectures given last 
summer, and one cannot but regret that 
neither Mr. Rappard nor the publishers 
a seen fit to make any changes what- 
ever. The lecture form, for good or evil, 
is preserved throughout. But Uniting 
. Europe, with its mastery of subject ma- 
terials and its wanton optimism, wil! 
certainly be read with profit by many. . 


G. SUDERMANN 
University of Pennsylvania 


KALTENBORN, H. V. We Look at the 
World. Pp. x, 272. New York: Rae 
D. Henkle Co., 1930. 


What should an American citizen know 
of the world about him? What judgments 
should he form on the basis of his informa- 
tion as to the importance of events happen- 
ing in the seven seas? Questions of this 
kind are answered in the book under re- 
view. Mr. Kaltenborn, if not omniscient, 
is well informed on the meaning of the 
history being written in some of the areas 
with which he deals. The reviewer re- 
gards the chapter on Russia as the most, 
and those on the Far East as the least, 
informing. 

The chapters on “America’s Place in 
the World,” “The League’s First Decade,” 
** Arms and Armaments,” and “ The London 
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Conference of 1930” are written with such 
charm and reflect so much wisdom that 
they make the reader rejoice (with apolo- 
gies to Browning) that one of our editors 
at least 
“Gave us all the slip, 

Chose land travel or seafaring, 

Boots and chest or staff and scrip, 

Rather than pace up and down 

Any longer Brooklyn town.” 

W. W. McLaren 


. 


Williams College 


Mazur, Paut M. America Looks Abroad: 
The New Econémic Horizons. Pp. 299, 
New York: The Viking Press, 1930, 
$3.00. 

The United States is rapidly approaching 
the day when earnings abroad will exceed 
reinvestments and other “‘invisibles” and 
must therefore be brought home in the 
form of goods. Unless we cease raising 
our trade barriers, serious tariff wars are 
likely and goods may force their way in 
at the cost of depreciated currencies—an 
alarming prospect for a world barely re- 
covered from postwar inflation. The au- 
thor’s story is perhaps familiar enough 
to bankers and economists but the book 
deserves wide reading. An easy style 
and an undoubted spirit of sincerity and 
frankness throughout recommend the vol- 
ume to all those interested in our steadily 
growing international relationships. 

Amos E. Taytor 

University of Pennsylvania 


TorRIENTE, CosME De La. Cuba y los 
Estados Unidos. Pp. xlv, 317. Ha- 
bana: Rambla Bouza y Compania, 1929. 


This work consists of twelve addresses 
and essays by an eminent Cuban states- 
man and diplomat. They cover the period 
from 1917 to 1928. In them, the author re- 
veals gratitude for the assistance granted 
by the United States to Cuba during its 
struggle for independence, but the keynote 
is found in a quotation from a paragraph 
written by William Jennings Bryan in the 
album of Dr. Torriente’s daughter: “God 
has made us neighbors, let justice keep us 
friends.” 

Some of the addresses relate to Cuba’s 
participation in the World War. A mem- 
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Mears, Eviot GRINNELL. 


ber of the Cuban Senate during this period, 
Sefior Torriente, made several speeches rela- 
tive to sugar, the Red Cross, compulsory 
military service, the Peace of Versailles, 
and other matters. In all of them he ex- 
presses profound admiration for the United 
States. The most important essay, aside 
from the Introduction, is an extensive 
laudatory review of Dr. James Brown 
Scott’s Cuba, La América Latina, y Los 
Estados Unidos. Dr. Scott is called the 
“best friend of Cuba’’—and the admiration 
appears to be reciprocal, for Dr. Scott has 
written an interesting and friendly prologue. 

Sefior Torriente was Cuba’s first am- 
bassador to the United States. While 
here, he succeeded in negotiating a treaty 
acknowledging Cuba’s possession of the 
Isle of Pines (1925). Thus, in Torriente’s 
opinion, his patria received justice at our 
hands. The Ambassador frequently em- 
phasizes another complaint, however. He 
repeatedly objects to the Permanent 
Treaty embodying the Platt Amendment 
and the tendency of the United States to 
apply an elastic interpretation to this 
treaty. In fact, he desires and hopes for 
the abandonment of the limitations upon 
Cuba’s sovereignty and gives the impres- 
sion that the majority of his compatriots 
are in agreement with him. He also 
evinces pride in the réle played by Cuba and 
other Latin American states at Geneva. 

The work is an interesting and valuable 
contribution to Cuban-American relations 
and it is to be hoped that the author will 
be able to fulfill his promise of writing 
another volume dealing with his experi- 
ences as ambassador to the United States. 
Our Cuban policy deserves more careful 
study than the average citizen or student 
of international affairs, even, has been 


J. Frep Rippy 


University 


Greece Today: 
The Aftermath of the Refugee Impact. 


Pp. xxii, 336. Stanford University: 


Stanford University Press, 1929. $5.00. 


The subtitle, The Aftermath of the Refu- 


gee Impact, furnishes the keynote to this 
volume. While the author discusses briefly 
the geographical and historical background 
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of Greece, he stresses primarily the eco- 
nomic problems which are the vital issues 
in Greece today. “‘The real fears of the 
people themselves are directed less against 
Turk or Bulgarian than against the day 
when the public coffers may be low and the 
supply of bread limited.” The resources 
of the country and the occupations and the 
problems of the people are depicted in an 
interesting manner along lines generally 
followed by economic geographers. The 
book is especially valuable in those parts 
that treat of the effects of the war and the 
refugee invasion. It contains a valuable 
and extended bibliography of books and 
publications which deal for the most part 
with modern Greece. 
Frank E. 
University of Pennsylvania 


Bron, Saut G. Soviet Economic Develop- 
mentand American Business. Pp. xiii, 147. 
New York: Horace Liveright, 1930. $1.50. 


This little book presents a very interest- 
ing résumé of the achievements of the plan- 
ned economy in the U. S. S. R. during the 
first year of operation under the five-year 
plan. Still more significant to the Ameri- 
can reader is the comprehensive statement 
of American-Russian business relations, 
which have been developing very rapidly 
in recent years. In the closing pages, the 
author points out the existing obstacles to 
a better economic rapprochement between 
the United States and the U. S. S. R., and 
expresses the hope “that the far-sighted 
American business man will soon realize 
the necessity of adapting himself to the 
needs of this new and unparalleled market.” 
(Page 99.) 

Attention should be called in particular 
to the statistical data, on pages 101 to 147, 
pertaining to the economic development in 
the U.S. S. R., which are very illuminating. 

Karu ScHouz 


University of Pennsylvania 


Jounson, ALBERT A., Compiler. The Soviet 
Union at Work; Past, Present, Future. 
Pp. 64. Springfield, Mass.: A. A. John- 
son and Associates, 1929. $15.60. 

In order to permit every one to make his 
own interpretation, the author of this series 
of charts has merely presented graphically, 
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on the sill of officially compiled statis- 
tical data, the economic, political, and 
, e. educational activities of the U. S. S. R. 
_ No interpretive materials are added, and 
- brief explanatory notes are appended 
“to the charts. 
3 The volume contains sixty-four full page 
ae charts, depicting such subjects as ad- 
ministrative organization, industry and 
_ transportation, and labor Organization, as 
well as agricultural, financial, and educa- 
tional activities. Wherever possible, the 


of the national economy under the five- 
__- year plan are projected on the charts. 
Ae ‘This will facilitate future comparisons of 
prognostications with actual achievements. 
Kar Scuoiz 
de University of Pennsylvania 


Srrone, C. F. Modern Political Constitu- 
tions: An Introduction to the Comparative 
Study of their History and Existing 
Form. Pp. xviii, 385. New York: 
G. P. Putnam’s Sons, 1930. 


A first rate textbook in comparative 
government demands a comprehensive 
accuracy in detail and a wide appreciation 
of foreign countries which the author of 
this volume does not possess. He strives 
for impartiality, but a certain amount of 
good old-fashioned British prejudice against 
the Germans, the Russians, and even the 
French, can be read between the lines. His 
overcareful attempt to do full justice to 
the United States (which he does not quite 
understand) reflects a phase of postwar 
English thought. In the matter of detail he 
maintains a high standard of accuracy as 
far as fact is concerned, but constantly 
utters generalizations so sweeping that he 
makes himself responsible for many half 
and three-quarter truths. 

All else that needs to be said about the 
book is favorable. It is a well-propor- 
tioned study. of contemporary govern- 
ment, arranged under the conventional 
topics with a great deal of recent illustra- 
tion. It is readable, and should serve its 
intended purpose as both textbook and 
book for the “private student” and the 
general reader. It is well written, and 
though. packed with matter, is a little less 
dull than most similar books. Being the 
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most up-to-date book in a changlil 
field, it deserves wide use. 
E. P. Cuase 
Lafayette College 


McCuttocn, AtBert J. Suffrage and Its 
Problems. (University Research Mono. 
graphs No. 9.) Pp. 185. Baltimore: 
Warwick and York, 1929. $2.50. 

Mr. McCulloch has made a very practi- 
cal, interesting, and concise history of a sub- 
ject which should be of primary concern 
to both old and new voters in this country, 

The book is written from the promise 
that the paramount consideration of suf- 
frage, conferred as it is by civil society, “‘is 
the welfare of society, not that of the in- 
dividual,” and that the qualification of 
the voter must be considered more care- 
fully today than ever before, because the 
successful solution of the country’s prob- 
lems depends more and more upon the 
integrity and the intelligence of the voter. 
Mr. McCulloch believes in an educational 
test of a high school training for suffrage, 
and reiterates this conviction after each 
analysis of the three problems of suffrage 
which he considers the most important 
before the country today—the problems of 
the votes of the Negro, the woman, and 
the foreigner. He gives these problems 
a historical background from the colonial 
period to the present time. 

Qualifications for elective franchise have 
greatly changed since the colonial period, 
when they were largely property qualifica- 
tions, and the revolutionary act of Federal 
interference in behalf of the Negro was 
the first evidence of a growing national 
consciousness. The Thirteenth, Four- 
teenth, and Fifteenth Amendments and 
their effects upon suffrage questions marked 
the rise of a strong central government as 
opposed to the earlier decentralization. 
It is useful in forming a wise attitude 
toward the discussion of State rights and 
Federal Government to follow a history 
of the states and their several positions on 
the problems of suffrage alone, to study the 
tables which Mr. McCulloch has made to 
show the changing qualifications for suffrage 
during different periods of our history. 
By a glance at these tables, one sees the 
results of local prejudice and expediency 
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on the questions of es woman and 
foreign suffrage. 

Mr. McCulloch has his fears, which do 
not always seem to be well supported by 
his illustrations; fears of the illiterate, the 
corrupt, and the radical vote. He says, 
for instance, that the percentage of corrupt 
votes runs very high in the cities, where 
it has been estimated that as high as 
thirty-five per cent of the voters are pur- 
chasable. This figure would be hard to 
prove and the question arises as to what 
determines the purchasable vote. I wish 
the author had also defined a dangerous 
vote, and had emphasized the importance 
of knowing what influences are brought to 
bear on the voter. 

There can be no doubt that expositions 
such as Mr. McCulloch has gathered and 
commented upon will contribute toward the 
educational qualification of the voter, which 
he so strongly indorses. 

GERTRUDE ELy 

Bryn Mawr, Pennsylvania 


MacponaLp, Austin F. American City 
Government and Administration. Pp. xv, 
762. New York: Thomas Y. Crowell, 
1929. $3.75. 

Although there are a number of excel- 
lent texts on American city government, 
there is always room for a book which is 
clear, interestingly written, up-to-date, and 
authoritative. Professor Macdonald’s vol- 
ume successfully meets these tests. It 
deals in a balanced and inclusive fashion 
both with municipal government and 
politics and with the various branches of 
administration. The author frankly ad- 
mits that “‘much has necessarily been 
omitted,” but practically every topic is 
discussed or mentioned. Possibly a brief 
reference should have been made to 
municipal reporting along the lines sug- 
gested by H. C. Beyle in his recent study 
of Chicago. In describing citizens’ com- 
mittees (p. 353), something might have 
been included on special civic groups in- 
terested in particular causes. These criti- 
cisms, however, are incidental. It is im- 
possible to write a comprehensive text that 
will please all specialists in its space allot- 
ments. The volume has a full index, 
table of cases, and good bibliographical 
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lists. and will find 
American City Government and Adminis- 
tration a valuable addition to the literature 

of the subject. 

Roger H. 
Bryn Mawr College 


Biro, Frepericx L., and Ryan, Fran- 
ces M. The Recall of Public Officers: A 
Study of the Operation of the Recall in 
California. Pp. viii, 403. New York: 
The Macmillan Company, 1930. $4.00. 
This book is a comprehensive and sym- 

pathetic survey of the operation of the 
recall in California. By a Constitutional 
Amendment, adopted in 1911, the recall 
was made applicable to every elective pub- 
lic official of the State but, prior to that, 
recall provisions had been adopted and used 
in Los Angeles and in other freeholder 
charter cities. Subsequently, by legisla- 
tive action, the principle was further ex- 
tended to county, township, supervisor 
district, and municipal elective officials, 
and to similar officials in a large number of 
the special administrative districts which 
abound in California. 

The authors discuss with intelligence and 
insight the operation of the recall in small 
towns, in the smaller and the larger cities, 
and in the various districts. The two 
hundred and eight movements have had 
their origin in personal and factional dif- 
ferences, often trivial, as well as in moral 
and official misconduct. Some of the cam- 
paigns have been irrational; others have 
afforded an effective means of retiring an 
unsatisfactory public servant. The posi- 
tive effects are various. Despite the some- 
what bewildering profusion of details con- 
cerning recall movements in city and in 
county (no attempt has been made to recall 
any state-wide elective official), the authors 
have been able by their wide knowledge of 
California government and politics con- 
cisely to summarize the significant factors 
and results in the one hundred and fifty- 
five recall elections. Notwithstanding the 
criticism of the law and the practice of 
the recall, it seems evident that it will re- 
main indefinitely a weapon in the political 
armory of California. 

Tuomas S. BaRcLAY | 
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Srupensky, PublicBorrowing. Pp. 
vii, 187. New York: National Municipal 
League, 1930. 

This is a very competent discussion of 
public borrowing with special reference to 
borrowing by local governments. Not 
only is the present situation with regard to 
public indebtedness clearly described, but 
the author has much of value to say about 
the legal restrictions upon borrowing, the 
preparation of improvement programs, the 
term of loans, and long-term budgeting. 
A distinctive feature of the study is the 
author’s proposal of a new plan for com- 
bining taxation and borrowing in a rational 
manner for meeting current needs and 
predictable capital outlays. The study is 
well documented. It should be found of 
very great value to every teacher of local 
administration. 

Lane W. LANcasTER 

Wesleyan University 

«Middletown, Conn. 


Birp, Freperick L., and Ryan, FRAN- 
 cEs M. Public Ownership on Trial: A 
Study of Municipal Light and Power in 
California. Pp. xviii, 186. New York: 
__ New Republic, Inc., 1930. 75 cents. 
This is an inductive study of forty-five 
years of experience of some twenty-five 
California cities with municipally owned 
and operated light and power systems. It 
is to be hoped that students in other states 
will be persuaded by this study to under- 
take a similar survey of publicly owned 
electric plants in other parts of the United 
States. 

At the present moment, one of the really 
vital questions before the American people 
—the question of power and its controls, 
is clouded over and confused because there 
is no agreement on the facts of public and 
private ownership. Much of the argument 
we hear is timeworn and even threadbare. 
We have propaganda and counterpropa- 
ganda, charge and countercharge, even to 
the using of vast sums of money for pub- 
licity by the defenders of private ownership. 

In this book we have a beginning in the 
right direction. If public ownership can 
bear the light of day, can face all the facts, 
can prove that efficient service and low 
rates are entirely possible under public 
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operation, no amount of adverse publicity 
will overwhelm it. If it is a failure, let us | 
know it and govern ourselves accordingly, | 
Mr. Bird and Miss Ryan have done an | 
honest and thorough piece of research, | 
They have examined the business organi- : 
zation, the financial policies, the manage. | 
ment, the rates, and the service of twenty- | 
five local power utilities. They have been | 
on the ground in each city, gone over the | 
records, some of them admittedly incom. | 
plete, interviewed officials, auditors, and | 
accountants, and put into the pages of this | 
book what they believe to be the facts of : 
public ownership of power in California, 
It appears at present that twelve per 
cent of the total energy generated in the 
state is by public plants in seven jurisdic- 
tions. Eighteen plants are engaged in 
distribution only, and purchase energy 
from private generating companies. Fifty- 
five per cent of the total output of energy 
is controlled by two power companies and 
seventy-seven per cent by five. It is of 
interest to note that since this book was 
written, three of the five companies here 
referred to, along with several other smaller 
companies, have been merged and it is 
rumored that the other two great com- 
panies may join hands with these three. 
Municipal systems serve a population of 
1,300,000, and with the completion of the | 
San Francisco plans, the number served 
will total above two million. | 
The authors believe that interest in the | 
public ownership of power is increasing, . 
that there is general satisfaction with | 
municipal operation, that public operation | 
has brought down the rates for current very 
substantially, and that public plants for 
the most part are being operated with com- | 
mendable efficiency. They believe that 
the two-thirds vote required by the State 
law for self-sustaining public utility bond 
issues is a serious handicap to public opera- | 
tion, that there should be a larger degree of | 
standardization in reporting on municipal | 
utility operations, and that some way should 
be found to secure for the smaller cities the 
economies of large-scale generation. They 
see public plants as automatic regulators 
of the power industry, and cite California 
as having in general the lowest light and 
power rates in the United States. 


7 
ig 


This study devotes two out of nine 
chapters to the Los Angeles and Pasadena 
systems, four to the general subject of distri- 
bution systems, one to public power in irri- 
gation systems, and one to the legal phases 
of public operation. The foreword by 
John Bauer is illuminating and adds to the 
general value of the book. The authors 
are, without apology, believers in public 
ownership of power, but they remain ob- 
jective students and do not become propa- 
gandist in this volume. The study is well 
documented and the tables presenting 
almost every conceivable comparison of 
figure and facts give firmness and soundness 
to the text. The student of the present 
American power controversy ought not to 
neglect the book. 

C. A. Dykstra 

Los Angeles 


Cuitps, Harwoop LAWRENCE. Labor and 


Capital in National Politics. Pp. xiii, 
Columbus: The Ohio State Uni- 
-_-versity Press, 1930. $3.00. 


To the rapidly swelling literature about 
unofficial government which has resulted 
from the new realism in political science, 
Dr. Childs has made an important addi- 
tion. The American Federation of Labor 
has been the object of much careful study 
before that of Dr. Childs, but new sig- 
nificance is given to the material by putting 
it in close juxtaposition to the story of the 
Chamber of Commerce. It is a_ well- 
deserved tribute to the objectivity of the 
author’s attitude that his monograph comes 
highly recommended by spokesmen of 
both organizations. 

The Chamber of Commerce began with 
a rather modest idea of its place in the sun. 
The sponsors of the organization wanted to 
use it to ascertain the opinions of business 
men, believing that business interests were 
suffering from the lack of an authoritative 
exposition of business views. Subsequently, 
the Chamber has tended to widen its scope 
in two directions: by multiplying its service 
functions for private business, and by 
taking a more aggressive part in promoting 
the policies formulated by the Chamber. 
The American Federation of Labor has 
shown something of the same develop- 
ment. 
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Not the least interesting section of the 
book is devoted to calculating the percentage 
of present to potential membership in 
each organization. Of the whole number 
of state and local commercial organizations, 
the Chamber includes seventeen per cent. 
The Federation has eighty-two per cent of 
American trade unions, but only fifteen per 
cent of American wage workers. A quar- 
ter of the book is given over to an illuminat- 
ing analysis of the policy-determining 
technique in the two organizations, discuss- 
ing conventions, committees, research staffs, 
conferences, and referenda. Another seg- 
ment is devoted to the methods of influenc- 
ing the public, and some very interesting 
contrasts emerge. In a list of seventeen 
means of bringing pressure to bear on the 
Government, the American Federation of 
Labor and the Chamber both use seven, 
the Federation stresses seven more, and the 
Chamber has three distinctive devices. 

The monograph closes with some tenta- 
tive suggestions about the wider meaning 
of the phenomena described. Whatever 
one may think of the observations made, 
there is no doubt of the pertinence of the 
reported cases to the understanding of 
modern government. 

Harrop D. LasswELu 

University of Chicago 


Bearp, A. (Ed.) Toward Civili- 
zation. Pp. vii, 307. New York: Long- 
mans, Green and Company, 1930. $3.00. 


In his Whither Mankind, Professor Beard 
brought together the thoughts of various 
economists, lawyers, and social philoso- 
phers on the momentous question of the 
current trend of cultural evolution. They 
at least made it plain that science and in- 
vention are mainly responsible for our 
whirligig state. 

The same editor has now brought to- 
gether the views of some sixteen scientists 
and engineers on the significance of various 
aspects of the new knowledge and its ap- 
plications for the human future. In an 
introduction Dr. Beard enumerates the 
charges brought against the machine age 
and in a closing chapter he summarizes, 
with a degree of optimistic overstatement, 
the answers which the intervening chapters 


are supposed to make. On the whole, his 
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summary is much more apt and pertinent 
than the engineers’ chapters. These are 
sometimes dull and commonplace and 
frequently inapplicable to the main issues. 
Here and there is a chapter quite worth 
reading, but the general effect is to leave 
the intelligent reader with little fresh in- 
spiration and very few new ideas. 


F.H. Hankins 
Smith College 


Kina, WittForp I. The National Income 
and Its Purchasing Power. Pp. 394. 

gn ‘New York: National Bureau of Economic 
Research, 1930. 


This is volume No. 15 of the series of 
economic studies undertaken by the Na- 
tional Bureau of Economic Research, and 
conforms to the high quality of scientific 
endeavors which is characteristic of the 
publications of that Bureau. It should 
commend itself to the large body of social 
scientists as the most authentic reference 
for data on the sources, the distribution, 
and the purchasing power of money in- 
comes. The work contains 153 tables and 
sixty charts. In the body, the author 
presents with great care, detail, and lu- 
cidity, the methods and the statistical pro- 
cedure employed. He takes the reader 
frankly into his confidence with respect to 
trying difficulties encountered in the testing 
of sources and in the derivation of data. 
While reading the work one finds that what- 
ever criticisms come to mind are imme- 
diately answered by the author, so cau- 
tiously is the volume prepared. This 
cautiousness, however, did not prevent the 
author from boldly pioneering into novel 
aspects of income. For example, he ex- 
plores the problems of “‘the values of cor- 
porations to their owners” and the “gains 
and losses of investors in each of the three 
classes of securities” —funded debt, pre- 
ferred and common stocks. 

No student of social and economic prob- 
lems should fail to make a thorough study 
of this volume. The data and facts pre- 
sented illuminate the most vital questions 
that might be raised with respect to the 
functioning of our economic system. Ref- 
erence to Dr. King’s notable contribution 
should allay much useless controversy. 
Seriously minded scientific investigators 
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will be prompted to select problems for 
inquiry which this work has made possible, 
W. C. ScHLUTER 
University of Pennsylvania 


Nystrom, PautH. Economics of Retailing, 


2 volumes, revised edition. New York: 
- The Ronald Press Company, 1990, 
$10.00. 


The new two-volume work by Professor 
Nystrom is an amplification of a former 
work by the same author which appeared 
during the pioneer period of merchandising 
endeavor. The work amplifies much of his 
former material, although the reviewer be- 
lieves that some of the tables and illustra- 
tions might be brought up to date and thus 
add effectiveness to the work. 

The new sections of the book are in ac- 
cord with the new comprehensive picture of 
what retailing actually is. They give a 
picture of the needs of the average adminis- 
trator in terms of volume, turnover, and 
profits in order to make a business more 
effective. Each volume is complete in 
itself, although the reviewer feels that the 
second volume is of greater value for its 
detail, while the first represents a more 
general review of the economics of mer- 
chandising. 

J. Russet DouBMAN | 

University of Pennsylvania 


Paut H. Economics of Con- 
586. New York: 
Company, 1929. 


NyYsTROM, 
sumption. Pp. xi, 
The Ronald Press 
$5.00. 

The treatment given to the economics of 
consumption lends itself to a_ threefold 
classification. First, the growing impor- 
tance of, and influences affecting, con- 
sumers’ choices. Some of these influences 
are social or public attitudes, population, 
wealth, size and composition of the family, 
and budget control; to each of these a chap- 
ter is given. Second, trends in the choices 
of consumers with regard to the items pro- 
vided for in the budget and on which the 
standard of living rests. A chapter is given 
to each of the following itéms: food, cloth- 
ing, housing, home furnishings and home 
operation, health maintenance, leisure and 
its uses, and savings. Third, measures and 
indices of consumers’ demand. 
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An attempt is made to weave together 
economic theory and factual experience re- 
lating to consumption. Many economists 
will certainly disagree with the emphasis 
which the author places upon demand in 
determining prices, and there are other 
points of theory on which there does not 
seem to be the uniformity of view which the 
author either expresses or implies. But 
such points do not detract greatly from the 
usefulness and the importance of the text 
for many purposes. The literature of this 
field is enriched by this contribution. 

H. LaRue Frain 


University of Pennsylvania 


Davis, Josep S. The Farm Export De- 
benture Plan. Pp. x, 274. Stanford 
University: Food Research Institute, 
Publication No. 5, 1929. $3.00. 


Unquestionably, this book presents the 
strongest arguments, some quite pessi- 
mistic, against the debenture plan that have 
yet made their appearance within a single 
volume. These are presented in such toler- 
ant, convincing manner that the affirma- 
tive, indeed, would do credit to itself to 
present an equally forceful case. Particu- 
larly clear is the analysis of the workability 
of the plan for wheat and derived products 
which Dr. Davis visualizes with a perspec- 
tive which many, no doubt, do not have. 

Without disputing the major conclusions 
reached respecting the practicability of the 
plan, some questions may be raised, how- 
ever. In Chapter 1, in which the essential 
features of the debenture plan are de- 
scribed, Dr. Davis raises the question as to 
whether a subsidy is or is not involved. 
He concludes that the debenture is not a 
subsidy. Certainly, the debenture plan 
does not call for a cash payment to foster 
physical agricultural production, but never- 
theless its passage would be designed to 
keep operating an industry deemed to be 
especially valuable for national welfare. 
Differing no doubt from the usual method 
of administering a subsidy, but being dis- 
tinctly similar in purpose, it appears that 
an export debenture also becomes a sub- 
sidy—an indirect one, to be sure. 

In refuting the argument that justice de- 
mands that agriculture should receive 
some legislative assistance, Dr. Davis first 
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points out that agriculture is not nearly so 
badly off as is usually depicted, mainly be- 
cause the perquisites are not properly 
evaluated and the method of measuring 
farm incomes is subject to the inclusion of 
considerable error. It may be entirely 
possible, however, that the case is weakened 
rather than strengthened by mentioning 
that many farmers supplement their in- 
comes to a very considerable extent from 
work off the farm, since obviously the re- 
turns from purely agricultural pursuits are 
so small in some cases that farmers are 
forced to do supplementary outside work. 

The other and more telling argument 
against the contention of justice is the 
attack upon the analogy to the tariff. It 
is held that the plan is not merely an 
extension of the tariff policy, since the 
tariff does not aim to raise domestic 
prices, while the debenture plan admit- 
tedly does. Dr. Davis writes, “The pro- 
tective tariff has been regarded as a means 
of fostering undeveloped industries, or of 
maintaining those which are unable to 
supply the domestic market in the face of 
foreign competition,” and “the raising of 
prices is properly regarded as only a proxi- 
mate, not the ultimate, objective.” That 
there is room for argument here, no one will 
doubt. The infant industry argument and 
the quotations from Alexander Hamilton 
would find difficulty in justifying highly 
protected industries that find it advisable 
to dump products over a high tariff wall so 
as to keep up domestic prices. Possibly 
this does not accord with the aims of the 
early advocates of a tariff, but the scheme 
tries to meet modern situations. Econo- 
mists taking issue with the advocates of a 
high protective tariff do not unreservedly 
base their opposition on the assumption 
that the tariff is necessarily “‘“one hundred 
per cent effective,” but they do contend, as 
Dr. Davis himself does, that “there is 
reason to believe that our tariff policies have 
worked to the detriment of the farming 
class.” 

In considering the problem of reflecting 
the debenture back to farmers, the author 
is quite concerned over the fact that for 
certain high quality, premium wheats, 
possibly a smaller fraction of the debenture 
rate would be reflected to the farmers pro- 
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ducing them than to the producers of the 
poorer, exportable supplies. If this were 
the case, it certainly would nullify the con- 
tention of the advocates who believe that 
the debenture rate would be fully, uni- 
formly, and universally reflected to the 
producers of the commodity. Yet, such 
unequal reflection would not be in dishar- 
mony with the purposes of the act, i.e., to 
raise the domestic price level of those ex- 
portable commodities whose price is based 
upon the world price. Producers of pre- 
mium wheats probably do not need, or at 
least need much less, the aid which a de- 
benture seeks to accomplish. [If it is also 
true that adequate reflection of the deben- 
ture may cause marked changes in produc- 
tion, particularly of those qualities and 
varieties of wheat that are demanded for 
export, then it is logical to assume that the 
reduced supply of domestically consumed, 
premiumized wheats will go up in price to 
the point where the relative differential 
will be reéstablished. Many advocates of 
the scheme would say that not all the wheat 
growers nor all the tobacco producers would 
have to receive part of the debenture rate in 
order to declare the plan desirable. Effec- 
tiveness is not necessarily to be judged by 
the number of beneficiaries under the plan, 
but by the degree of assistance to those who 
actually need it. Dr. Davis doubts whether 
wheat prices at the farm would go up more 
than fifteen to sixteen cents a bushel. If 
this were the result, and for one year only, 
should this be called an incidental conse- 
quence? 

Since, no doubt, the Agricultural Market- 
ing Act will be subjected to severe criticism, 
as any other radical legislation is, the econ- 
omist will find Dr. Davis’ excellent book a 
distinctly timely treatise on the difficult 
question of farm relief. 

Marvin A. ScHaars 

University of Wisconsin 


FRANKFURTER, and GREENE, 

NatHan. The Labor Injunction. Pp. 
$43. New York: The Macmillan Com- 
pany, 1930. $5.00. 

Students of labor problems will find in 
this volume a very significant contribution 
to the literature of this extremely complex 
and controversial subject. The volume 
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shows not only a thorough acquaintance 
with the legal and procedural aspects of the 
problem, but also an understanding of the 
social and economic implications of the 
injunction as it has been used in labor 
disputes. 

There are five chapters in the book, cov- 
ering the following topics: Allowable Area 
of Economic Conflict; Procedure and Proof 
Underlying Labor Injunctions; Scope of 
Labor Injunctions and Their Enforcement; 
Legislation Affecting Labor Injunctions; 
and Conclusions. In addition, there are a 
number of appendices, tables of statutes, and 
cases, which make available a considerable 
amount of material not easily accessible, 
thus adding to the usefulness of the work, 

The important injunction cases are 
treated, and what is better still, the treat- 
ment is in a style that the layman can un- 
derstand rather than in the technical legal 
verbiage in which the cases are usually re- 
ported. The volume is thoroughly anno- 
tated so that those who care to do so can 
easily consult the sources. 

The authors have made it very clear that 
the use of the injunction—even the tem- 
porary restraining order—restricts une- 
qually the two parties to the labor contract. 
They say, “The suspension of activities 
affects only the strikers; the employer re- 
sumes his efforts to defeat the strike, and 
resumes them free from the interdicted 
interferences.” (P. 201.) 

The problem which this situation pre- 
sents to the courts is to determine which 
“side should bear the risk of unavoidable 
irreparable damage.” This task becomes 
“‘an impossible assignment when the judges 
rely solely upon the complaint and affida- 
vits of interested or professional witnesses, 
untested by the safeguards of common law 
trials—personal appearance of witnessess, 
untested by the safeguards of common law 
trials—personal appearance of witnesses, 
confrontation and cross-examination.” 

The authors argue, “Once we recognize 
that the right of combination by workers is 
in itself a corollary to the dogma of free 
competition, as a means of equalizing the 
factors that determine bargaining power, 
the consequences of making the power of 
the union effective will be seen in truer 
perspective.” (P. 205.) 
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The authors recognize “the futility of 
freedom of contract in the absence of the 
freedom to contract,’ and they argue that 
in developing a sound public policy toward 
questions of industrial relations, the legis- 
lature should be made aware of the social 
changes to which the proposed remedial 
legislation is to be applied, and the courts 
should respect the policy so determined. 

The last chapter concludes with a de- 
tailed analysis of a bill that was presented 
to Congress in 1928 (S. 1482). The pur- 
pose of this bill is to bring relief to the 
unions in the use of the injunction. 

F.S. DErBLER 

Northwestern University 


Hackett, J.D. Labor Management. Pp. 
xviii, 681. New York: D. Appleton & 
Company, 1929. $5.00. 

Many books have been written covering 
the same field, but few, if any, have been 
written with the completeness of the au- 
thor’s accomplishment. It would be ex- 
ceedingly difficult to find a phase of em- 
ploye-employer relationship that might be 
considered overlooked. 

To the major or minor executive desir- 
ing specific information on labor relations, 
this text will fully afford a fund of informa- 
tion both from the material itself, and from 
the ample footnotes for further perusal. 
Especially noteworthy are the chapters on 
wages, wage determination, and wage con- 
siderations. 

Without boring the reader of this brief 
review with full details, the customary 
phases presented in such a book are con- 
sidered here with a definiteness of applica- 
tion, enumeration of actual instances, and 
plans of procedures which will materially 
assist personnel managers and special stu- 
dents of labor. 

Judgments of lines of action are nicely 
drawn, and the entire tone of presentation is 
beyond the realm of “preachy” material. 

R. W. Jounson 

Philadelphia 


Sanpers, Tuomas H. Industrial Account- 
ing: Control of Industry through Costs. 
Pp. xiv, 871. New York: McGraw-Hill 
Book Company, 1929. $4.00. 


Cost accounting as a tool of business con- 
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trol has taken on added importance, greater 
precision, a high degree of accounting tech- 
nique, and, most important of all, a change 
in perspective during the last decade. 
Formerly concerned only with manufac- 
turing costs, using crude methods of as- 
sembling, classifying, and interpreting 
accounting data, the historical cost ac- 
countant is being gradually supplanted by 
a newer type, one who recognizes the pos- 
sibilities of cost accounting and the services 
which it can render in the field of business 
administration. 

Professor Sanders, in the preface of this 
book says: “Changing conditions and a 
changed emphasis call for an occasional re- 
statement of the fundamentals of any sci- 
ence and especially of those which are as 
little stabilized as are most branches of busi- 
ness science.” With this thought in mind 
he has analyzed very ably the present-day 
cost accounting devices and objectives. 
The uses and the problems of cost account- 
ing, rather than the practices and the pro- 
cedures involved in the accumulation of cost 
data, are stressed. It is not to be inferred 
that the latter are ignored—they are 
merely subordinated. This is in decided 
contrast to many textbooks on cost ac- 
counting which emphasize the mechanical 
aspect of the subject to the neglect of other 
important phases. 

The text is divided into four parts. The 
first section presents the relationship be- 
tween cost accounting and the three phases 
of management, namely, financial, operat- 
ing, and sales policy control. The second 
section deals with the elements of cost and 
gives an analysis of the problems confront- 
ing the accountant in the handling of ma- 
terials, labor, and burden. Section three 
covers some typical cases of cost accumula- 
tion, and section four is given over to a dis- 
cussion of special phases of cost work. 

Professor Sanders shows a keen apprecia- 
tion of the uses and the problems of cost 
accounting, and has presented his subject in 
a thought-provoking manner. Cost ac- 
counting is not emphasized as a system of 
accounting, but as an analytical study made 
for the purpose of eliminating inefficiencies 
and variations, that thereby business 
might be better controlled by more precise 
and more profitable procedures of purchas- 
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ing, of operating, and of marketing the 
output. 

The reviewer, after using the text in class 
for one year, believes that certain changes 
might advantageously be made. A rear- 
rangement of content to secure greater con- 
tinuity and a little more emphasis on the 
tie-up of cost problems, cost data, and ac- 
counting procedure would render the book 
more helpful to the student of accountancy. 

The merits of the book, however, far out- 
weigh any criticism which might be offered. 
The accounting profession is indebted to 
Professor Sanders for his illuminating analy- 
sis of the cost problems confronting them. 

J. Lockwoop 


University of Pennsylvania 


Kester. Roy B. Accounting—Theory and 
_ Practice. Pp. xx, 835. New York: The 
Ronald Press, 1930. $4.00. 


_ This is an able presentation of the 
fundamental principles of accounting, their 
application to the various forms of business 
organization, and the relation of accounting 
to the numerous functions of business man- 
agement. The revision, involving a rear- 
rangement and a rewriting of old material 
and the addition of several new sections, 
has been very well accomplished by Pro- 
fessor Kester. The book is far more than 
just an able text to be used in the class- 
room. It will serve business executives 
well in their endeavor to understand the 
relation of the accounting department to 
their manifold duties, and in their inter- 
pretation of the recorded and summarized 
financial facts of their businesses. 
J. Lockwoop 


University of Pennsylvania 


KrarFt, Car, and STaRKWEATHER, LOUIS 


Analysis of Industrial Securities. 


rb 


_ Pp. xiv, 307. New York: The Ronald 
_ Press Company, 1930. $5.00. 


The aim of the authors of this work was 
“‘to develop a technique of analytical pro- 
cedure for the determination of the value of 
industrial enterprises, which they have 
found satisfactory in the investment bank- 
ing business.” The point of view of the 
investment analyst is taken, although, as 
the writers correctly state, the method of 
— evolved is equally applicable for 


determining commercial credit risks, 
distinctive features of this book are we a 
comparative study of the various methods 
in use for analyzing the credit or investment 
worth of a company, (2) the development of 
the authors’ technique into a complete 
analysis, including, not only the financial 
statement, but also the industrial and 
technological factors surrounding a business 
enterprise, and (3) a well-selected group of 
companies used to illustrate amply the 
method of analysis presented. 

Those who invest their own funds or the 
funds of others should find this volume 
very helpful. It offers no easily applicable 
formula, but presents a sound method and 
procedure for investment analysis which 
if followed intelligently should go a long 
way toward avoiding excessive losses, too 
often the result of ill-considered invest- 
ments. 

W. C. ScHLuTER 


University of Pennsylvania 


Bunnet, S. H. Industrials: Their Se- 
curities and Organization. Pp. vii, 3384, 
Chicago: A. W. Shaw Company, 1929. 
$5.00. 

In this volume will be found a good dis- 
cussion of the character and the importance 
of certain intangible items in an industrial 
concern. The author is an engineer and 
his interest centers, therefore, in the opera- 
ting rather than the financial aspects of 
industrial corporations. While the title to 
the book suggests extensive consideration 
of the securities of industrials, little is to be 
found upon this phase of the subject be- 
yond a general and elementary survey. 
The same is true with reference to the 
sales and merchandising phase of the 
subject. 

Instead, special attention is given to pro- 
duction methods, methods of control, the 
arrangement of equipment, the routing of 
work, the cleanliness and the general condi- 
tion of plant and machinery. Progressive 
management and an effective force of work- 
ers are above all essential to ultimate suc- 
cess. These are items, the author points 
out, not to be found on the usual balance 
sheet and income statement, yet they are of 
first importance; all of which is very true, 
but of little help to the 999 out of every 1000 
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whose business or financial status will per- 
mit of nothing beyond a study of the usual 
data to be found in a statistical service. 
G. Wricut HorrMan 
University of Pennsylvania 


Wotre, F.E. Principles of Property Insur- 
Pp. xii, 398. New York: Thomas 
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4 5 Y. Crowell Company, 1930. $3.00. 


This is a compact manual of the general 
principles that apply to what the author 
classifies as “property insurance.” Of the 
twenty-two chapters, seventeen have to do 
with fire and marine covers; the remainder 
are on casualty or so-called special lines. 
The common characteristic of the insur- 
ances treated is that they assume neither the 
life or personal disability contingencies on 
the one hand nor third-party risks on the 
other. 

While the author has made no contribu- 
tions to the subject (nor does he pretend to 
have made any), this work will serve its 
primary purpose as a text for the general 
student. 


C. A. Kune 
University of Pennsylvania 


VorLANDER, Karu. Karl Marz, Sein 
Leben und Sein Werk. Pp. viii, 332. 
Leipzig: Felix Meiner Verlag, 1929. 
Price, M. 12. 

This is the latest popular biography of 
Karl Marx. It is divided into four parts. 
Part I covers the period of young Marx 
(1818-1848); Part II, the period of Marx’s 
manhood (1848-1870); and Part III, the 
later years of Marx’s life (1871-1883). All 
footnotes are appended in Part IV, which 
also includes a bibliography, a Zeittafel 
of Marx, an index, and a list of illustra- 
tions. 

This chronological arrangement is con- 
venient for reference purposes, but it lacks 
emphasis and selection. On this account 
the volume is similar to John Spargo’s Karl 
Marz, his Life and Works, but inferior to 
Max Beer’s Life and Teaching of Karl Marz. 
Yet Vorliinder has covered some new ma- 
terial collected and published by the Marx- 
Engels Institute at Moscow, so his book is a 
better chronicle than John Spargo’s. 

SHERMAN H. M. Cuane 

University of Pennsylvania 
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Foster, Major B., STEWART 
E. L. Banking. Pp. xix, 358. New 
York: Alexander Hamilton Institute, 
1930. 


This volume is better than its predecessor 
from the viewpoint of scope. The banking 
systems of the United States and Canada 
are ably contrasted, and big reference is 
made to the conditions prevailing in the 
major European countries. Despite this 
improvement, there is still a tendency to 
crowd too many facts into a single vol- 
ume, and questions of theory are sometimes 
stated so epigrammatically that they in- 
cline to fallacious dogma. Perhaps the 
suggestion is impossible in view of the pur- 
pose for which the book is intended, but 
the subject would be better presented if the 
continuity of thought were preserved, and 
the various sections of the study linked in 
some ordered sequence. 

F. Cyrit JAMES 

University of Pennsylvania 


Stoney, G., and SHe.sy, 
vruDEM. Black Genesis. Pp. xxv, 192. 
.. ew York: The Macmillan Company, 

1930. $3.50. 

It is not strange that, in the recent vogue 
for things Negro, some one should have 
prepared a presentation of Negro explana- 
tory tales such as are contained in this 
volume. Although in the popular mind 
the animal trickster of the Uncle Remus 
type is generally associated with the thought 
of Negro stories, it would be curious if these 
accounts, which give the Negro’s cosmic. 
view as it has been influenced by contact 
with the white man and his Bible, had not 
been devised by colored story tellers. A 
recent study of West African folk tales, for 
example, showed that a large proportion of 
them were explanatory—more, indeed, 
than the moralizing sort found in the Uncle 
Remus collections. 

The tales have great charm, and, in spite 
of the literary presentation, are well worth 
reading, and are well and amusingly illus- 
trated by Mrs. Bruere. Some of the spirit 
of their telling has been preserved, although 
the headings of the chapters are forced. 
The accounts of the creation of the world 
by God, of the giving of mouths to the 
beasts by Br’ Dog, delegating His assistant 
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for this purpose, of the trials of Adam and 
Eve and their two sons, are delightful, and 
the manner in which these Biblical charac- 
ters are woven into an account of animal 
origins and behavior springing from aborig- 
inal African stories is quite fascinating. 
It would not be surprising if this volume 
stimulated folklorists in the collection of 
this relatively neglected type of Negro folk 
tales. 

It is unfortunate that the tales were not 
permitted to stand by themselves, for the 
observations in the preface are full of errors 
of fact and of deduction. That the Ne- 
groes who came to America came principally 
of Bantu-speaking stocks is not true; they 
were, in the main, from Sudanese-speaking 
tribes of the West Coast. The lack of gram- 
mar attributed to Negro English simply 
means that there is a lack of English 
grammar—something far different, for 
grammar is structure, and Negro English, 
whether spoken in Dutch Guiana, the West 
Indies, or America, has as rigid rules as any 
language. The table of linguistic corre- 
spondences is not tenable, and incidentally, 
the tribe in Portuguese West Africa, Angola 
(which historic and comparative ethnolog- 
ical evidence tends to show is not a princi- 
pal source of New World Negroes), so 
prominently mentioned in this table should 
be Ovimbundu, and not Umbundu. The 
amount of early English in West Indian and 
Guiana speech is not as large as the authors 
seem to think, and Cruickshanks’ work, 
which is one of the few identifiable ones 
mentioned, stresses, as a matter of fact, the 
Africanisms in the speech rather than the 
old-English elements. And it is surprising, 
in view of the fact that, according to Mr. 
Du Bose Heyward’s preface, one of the 
authors is acquainted with the Guianas, 
that recognition of the identities of Gulla 
with the “taki-taki” of Dutch Guiana 
identities, grammatical structure, and 
phonetic usage, which I found in the text in 
great numbers, is not indicated. 

Other criticisms of this preface might be 
made, but it is not fair to charge the stories 
with these misstatements. The tales are 
well worth reading, and deserve wide circu- 
lation. It is unfortunate that, having 


the sophisticated world-outlook which they 
display, they should be introduced with the 


phrase that they are to be regarded ag 
coming “‘out of the mouths of babes and 
savages.” 
Me tvit_e J. Herskovits 
Northwestern University 


HaveMEYER, Loomis. Ethnography. Pp, 
vi, 522. Boston: Ginn & Company, 1999, 
$4.80. 

A book of this type would be negligible if 
it were not offered as a textbook with a 
recommendation which states: “It is 
supposed to supply a set of facts drawn 
from the most reliable sources upon which 
the development of a science of society may 
rest.” In this setting it becomes not 
merely a very bad book, inaccurate, out of 
date, and utterly unimportant, but a 
dangerous book, which should be labeled 
publicly as such. A glance at the foot- 
notes and the bibliography is sufficient to 
inform the reader that a book on ethnog- 
raphy which places its chief reliance upon 
Ratzel, articles in the Encyclopaedia 
Britannica, and Bancroft’s Native Races of 
the Pacific, which discusses Australia with- 
out reference to Baldwin Spencer or Rad- 
cliffe-Brown, the Andaman Islanders with 
reference only to Mann and with no men- 
tion of Radcliffe-Brown’s famous mono- 
graph, the Eskimo without reference to 
Boas, Birket-Smith, Thalbitzer, Rasmussen, 
or Mathiessen, Polynesia without a refer- 
ence to the monumental works of Elsdon 
Best or the many monographs of the Bishop 
Museum, and Melanesia without reference 
to Malinowski, Seligman, Haddon, or 
Neuhauss, is so hopelessly out of date as to 
be ridiculous. 

The general discussion, pigeonholed under 
badly chosen paragraph headings which 
discuss cannibalism as a separate head but 
omit marriage classes except for a cursory 
reference for Australia, is as badly informed 
and inadequate as is the choice of sources. 
The treatment of one area will suffice for 
illustration. In the author’s description of 
“Melanesia,” even his geography is at 
fault, for in listing the islands he completely 
omits any mention of the large and impor- 
tant Bismarck Archipelago. After giving a 
brief description of the physique of Mela- 
nesians, who show perhaps a greater varia- 
tion in physical type than any neighboring 
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people of similar number in the world, he 
summarizes their mental characteristics 
with a long quotation from Ratzel, full of 
valuable remarks such as “Suicide is not 
unknown.” Then he proceeds to make 
remarks about the “natives of New 
Guinea,” blissfully unaware of the hundreds 
of different tribes in New Guinea, which 
make such comments as completely unillu- 
minating as a comment upon “‘the American 
Indian,” which even elementary school 
teachers are learning to avoid in favor of 
“the Iroquois” or “‘the Pueblo Indians.” 
Descriptions of canoe-making in some spot, 
unspecified, do for a discussion of “the 
larger boats of New Guinea.” Initiation, 
which is one of the most diversified customs 
of the area and conspicuously absent in 
many regions, is accorded a short quotation 
from Codrington, locality unspecified. 

One could continue such criticism for 
every area. The use of this book could not 
only have no good effects; it would inevi- 
tably have bad ones by so alienating the 
students’ interest from primitive material 
that any tendency towards research would 
be nipped in the bud. The author states 
that he follows the method of treatment 
devised by Professor Sumner; his complete 
disregard of all the modern and scientific 
sources of recent publication suggests that 
he must have confined himself to using only 
a part of Professor Sumner’s bibliography, 
limited as it was by the date when it was 
compiled. 

Marcaret Meap 

American Museum of Natural History 


KavanauGcH, Marcus. The Criminal and 
His Allies. Pp. xxiii,433. Indianapolis: 
The Bobbs-Merrill Company, 1928. 
$3.00. 

Judge Kavanaugh has drawn a startling 
indictment against all public employees and 
officials who together make up the machin- 
ery for the enforcement and the admin- 
istration of criminal law in the United 
States. He rightly looks for little improve- 
ment until the facts are brought home to a 
much larger proportion of the population 
through the collection and the dissemina- 
tion of accurate statistical information. 
What the author says of conditions in Cook 
County, Illinois, we are loath to accept as 
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fairly representative of all of our large 
cities, despite his statement that “‘Chicago 
typifies most American cities.” 

“The criminal is not born, but is made, 
and most often makes himself; . . . the 
degree of mentality has nothing to do with 
the criminal’s disposition; . . . thecriminal 
is just an average being plus laziness, self- 
ishness, and cruelty,” says Judge Kava- 
naugh, whoattributes our “wealth” of crime 
to general indifference, lack of accurate 
statistics, restriction of power of, and lack of 
force in, judges; to technicalities in the law 
sustained by appellate courts; to domina- 
tion of legislatures by lawyers; to crooked 
criminal lawyers and crooked protecting 
politicians. 

The author prescribes as the first and 
fundamental method of correction the 
rigid enforcement of the penalties of the law, 
including the use of the whipping post and 
the rod (for which he makes out a strong 
case); deportation of alien criminals and 
aliens of proven bad repute, regardless of 
the length of residence here; elimination of 
slums, encouragement of the Boy Scout and 
Girl Scout movements—though, as he says, 
‘the difficulty with these organizations is 
that they cannot reach into the kinds of 
places where they are needed most.” 

Were this book given a wide circulation, 
it would aid materially in awakening the 
public conscience to the evil that it so 
vividly discloses. Opposite Detroit, in 
Canada, is the city of Windsor, Ontario. 
Detroit has more than one hundred mur- 
ders for one in the nearby Canadian 
community. The sternness of Canadian 
justice, including corporal punishment, is 
given credit for this remarkable contrast. — 

Epwin O. Lewis | 

Philadelphia 


OppENHEIMER, FRANz. System der Sozio- 
logie. Vol. IV: Abriss einer Sozial- und 
Wirtschaftsgeschichte Europas von der 
Vilkerwanderung bis zur Gegenwart. 
Part 1: Rom und die Germanen. Pp. xvi, 
412. Jena: Verlag von Gustav Fischer, 
1929. M. 18. 

When Oppenheimer’s massive System 
der Soziologie reached its third volume, and 
when the whole vast fabric of over three 
thousand octavo pages was crowned by an 
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extraordinarily accurate index of over three 
hundred pages, most sociologists believed 
that the author would take a well-earned 
rest, or at least that he would thereafter 
turn his attention to his projects for the 
reform of the German land system. 

It is now evident, however, that Oppen- 
heimer will never cease writing until death 
overtakes him, for he has begun a task that 
would tax the powers of a far younger man, 
namely, the writing of a social and economic 
history of Europe from the time of the 
Great Migrations to the present, of which 
the first section of the first volume, or 
rather, of the fourth volume of the “sys- 
tem,” is now under review. 

This first section is a truly remarkable 
digest of the most recent material relating 
to the prehistory of Europe, the migrations 
of the primary and secondary nomads, and 
the contacts of the latter with the Romans. 
The fact that Oppenheimer maintains, with 
the-same vigor and narrowness as hereto- 
fore, his original thesis that the state is 
exclusively a product of conquest, harms 
the book to some extent, but nevertheless 
his marvelous synthesizing ability must be 
recognized. Further, it must be admitted 
that he has gone a long way toward proving 
the overwhelmingly important part played 
by the nomads in the history of Europe; 
authors who differ from him must cover a 
great deal of ground if they hope to dis- 
credit him. 

The reviewer disclaims any right as 
either a historian or a sociologist to chal- 
lenge Oppenheimer’s conclusions, but does 
feel that a question might well be asked: 
Was the Roman state founded by pastoral 
nomads of either the primary or the second- 
ary variety? All authorities picture the 
Romans as an agricultural people, and yet 
they had a more extended career of conquest 
than any people either before or since. 
Surely this does not accord with Oppen- 
heimer’s generalizations, a fact which is 
all the more peculiar since he deals with 
Rome in the book under review—and says 
nothing about the genesis of the Roman 
state! 

Nevertheless, American sociologists must 
sooner or later take account of Oppen- 
heimer; he must be reckoned with Ténnies, 
Sombart, von Wiese, and Vierkandt as 
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among the greatest sociologists of present- 
day Germany, and as one of the greatest 
synthesizers of alltime. Spencer, Sombart, 
and Ratzel are perhaps his only superiors. 
Howarpb BEcKER 
University of Pennsylvania 


TOnniEs, Ferpinanp. Soziologische Stu- 
dien und Kritiken (third series). Pp. vii, 
475. Jena: Verlag von Gustav Fischer, 
1929. M. 22. 

This volume is the third and possibly the 
last of the collected shorter articles critiques 
of that Nestor of German sociologists, 
Ferdinand Ténnies, and deserves the atten- 
tion of every serious student of social 
affairs. Not only sociologists, but also 
economists, political scientists, historians, 
and social technologists can derive more 
benefit from these outmoded but not out- 
dated writings than from the greater part 
of the wood pulp that is spewed forth by the 
purveyors of “up-to-the-minute”  text- 
books. 

The first article, ‘Ends and Means in 
Social Life,” is of much value to the urban 
or rural sociologist, inasmuch as it deals 
with certain types of behavior that find 
their most perfect exemplification in the 
large city on the one hand and in the rural 
village on the other. It is also a valuable 
supplement to Ténnies’ general theory of 
community and society. 

The second, “‘ Democracy and Parliamen- 
tarism,” is a thoroughly realistic discussion 
of the present European political crisis—a 
crisis of which the dictatorship of Mussolini 
was an attempted and possibly (although 
Ténnies gravely doubts this) a relatively 
adequate solution. 

The third, “Statistics as a Science,” and 
the fourth, “‘Moral Statistics” (crime, 
illegitimacy, and so forth), have quite a 
contemporary flavor, although they were 
published about twelve years ago. The 
focal point of discussion is von Mayr’s 
statistical work, and practically everything 
that is said is relevant to the current con- 
troversy between those who would make 
statistics the only method of sociological 
research and those who grant to statistics 
a more limited réle. 

Last of all, the collected book reviews 
should be of considerable interest to every 
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either in its historical or its contemporary 
aspects, for these reviews are not the brief, 
superficial notices Americans are used to, 
but veritable articles that really give some 
idea of the book being reviewed and of its 
value. Practically every English, French, 
German, and American sociological and 
social-philosophical work of importance 
that appeared from 1892 to 1898—that is, 
during the extremely important period 
when the first generation of academic 
American sociologists were beginning their 
work—is discussed at length. Further- 
more, the criticisms, both positive and 
negative, are clean-cut; there is no slurring 
over of errors for the sake of “‘tact,’”’ and 
no withholding of praise when it is deserved. 
Such reviews, however excellent, are of 
course no substitutes for the books them- 
selves, but they afford an invaluable anti- 
dote for academic provincialism. 

All in all, these scattered writings were 
well worth reprinting. 

Howarp BEcKER 
University of Pennsylvania 


Lanpau, Rom. Pilsudski and Poland. 
Translated by Geoffrey Dunlop. Pp. vi, 
305. New York: Lincoln MacVeagh, 
The Dial Press, 1929. Price, $5.00. 
Here is a biography that purports to be a 

romantic book. Its subject, a national 

hero, has about him, no doubt, exceedingly 
romantic elements, but the scholar would 
look with more favor upon the work were it 
clothed in the paraphernalia of scholarship. 

The book is utterly devoid of footnotes and 

bibliography; the reader is offered abso- 

lutely no means by which to check the 
author’s statements. 

Making an effort to emulate the success- 
ful method employed by M. Maurois, 
Landau has attempted to enter, it seems to 
me unwarrantedly, the secret thoughts and 
moods of his subject. He is unconvincing, 
however, for he lacks the artistry possessed 
by the biographer of Shelley and Byron and 
Disraeli. 

The story is a chronological account of 
the youth and manhood of Pilsudski, with 
emphasis, of course, upon his patriotic and 
unselfish services to the country which, 
from childhood, he had known as an op- 
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pressed and unhappy land. The index of 
the book is, at least, satisfactory. 

L. Hunt 
Birmingham-Southern College 
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